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sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

ASSETS

Current Year Prior Year
1 2 3 4
Nonadmitted | Net Admitted | Net Admitted
Assets Assets Assets Assets

1. BONAS ... 1,153,235 (... [ 1,153,235|........ 900,000
2. SHOCKS: ..

2.1 Preferred StOCKS ..o L e e

2.2 COMMON StOCKS ... | e e
3. Mortgage loans on real estate: ...

3.1 Firstliens ... e L

3.2 Otherthan firstliens ... e e e
4, Real estate (Schedule A): ...

41 Properties occupied by the company (less $................ encUMbBranCes) ............coo|ooeeeeenreiiis (@)oo

42 Properties held for the production of income (less $................ encumbrances) ....... [ | [

43 Properties held for sale (less §................ encumbrances) ...........ccooooeoeeeei e e e
5. Cash ($.......9,746,397, Schedule E - Part 1) and short-term investments ($................ ,

Schedule DA -Part2) ........oooiiiii 9,746,397 | | 9,746,397 16,753,433
6. Other long-term invested assets ......................oooooo e e
7. Receivable for securities ... e e e
8. Aggregate write-ins for invested assets ... L e e
9. Subtotal, cash and invested assets (LiNeS 1108) ............ooooiiiiiiii ....10,899,632|.................. .... 10,899,632 .... 17,653,433
10. Accident and health premiums due and unpaid ..................ooooo 14952 (... | 14,952(........ 807,854
11. Health care receivables ... 197,920(........ 197,920 (... | 258,043
12. Amounts recoverable from reinSUrers ..o 11,607 (... | 11,607 (..................
13. Net adjustment in assets and liabilities due to foreign exchange rates ... [ [
14. Investment income due and accrued ... 32,475 ... 32,475|.......... 35,690
15. Amounts due from parent, subsidiaries and affiliates ..............................o e e e
16. Amounts receivable relating to uninsured accident and healthplans ..............................| ... 609,607 |.................. ... 609,607 |..................
17. Furniture and equipment ... e e
18. Amounts due fromagents ... e e
19. Federal and foreign income tax recoverable and interest thereon (including $................ net

deferred tax @asset) ... e L e [
20. Electronic data processing equipment and software .................oooooiiiiiiiiiiiiiii [ | [
21. Other nonadmitted @ssets ..................coccoooiiiiiiiii L L e
22. Aggregate write-ins for other than invested assets ... 30,011.......... 30,011 ..o
23. Total assets (Lines 9 plus 10 through 22) ... ... 11,796,204 | ... 227,931|.... 11,568,273 18,755,020
DETAILS OF WRITE-INS
0801 o e e
0802 e e e
0808 e e e
0898.  Summary of remaining write-ins for Line 8 from overflowpage ... o e
0899. TOTALS (Lines 0801 through 0803 plus 0898) (Line 8 above) ....................ccooooooeec | Lo [
2201, Prepaid EXPENSES .........ooooiiii e 30,011 ).......... 30,011 .
2202 i i e
2208 i | e
2298.  Summary of remaining write-ins for Line 22 from overflowpage ....................ooooooo L e e L
2299. TOTALS (Lines 2201 through 2203 plus 2298) (Line 22 above) ...................................|.......... 30,011.......... 30,011 ...
[V — health care delivery assets included in Line 4.1, Column 3.




sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

LIABILITIES, CAPITAL AND SURPLUS

Current Year Prior Year
1 2 3 4
Covered Uncovered Total Total

1. Claims unpaid (less $................ reinsurance ceded) ... 7224929 ..................|..... 7,224,929 .... 13,189,748
2. Accrued medical incentive pool and bonus payments ... e e
3. Unpaid claims adjustment eXpenses ..o 299,935, ... 299,935(........ 224,500
4, Aggregate poliCy rESEIVES .............oiiiiiiiiii e [ e e
5. Aggregate Claim reSEIVeS .............oooooiiiiiii e e e
6. Premiums received in advance ......... ... 291,006 (........ccoeeee | 291,006 {........ 246,959
7. General expenses due or acCrued ..................ccoooeeeeeiiiiiiie e 30,269 ... 30,269|........ 429,963
8. Federal and foreign income tax payable and interest thereon (including §................ on

realized capital gains (losses)) (including $................ net deferred tax liability) .................| o e
9. Amounts withheld or retained for account of others ... e e
10. Borrowed money (including §................ current) and interest thereon §................

(including$................ current) ...
11. Amounts due to parent, subsidiaries and affiliates ... 200,573 ... 200,573 1...... 1,520,647
12. Payable to Securities ... e
13. Funds held under reinsurance treaties with ($................ authorized reinsurers and

B unauthorized reiNSUIErS ...........oooooiiiiiiiiiiiiieiieiieieeeeeeeeeeeeeeeeeeeeeee e | | [
14. Reinsurance in unauthorized COMPANIES ... [ e [
15. Net adjustments in assets and liabilities due to foreign exchange rates ... [
16. Liability for amounts held under uninsured accident and healthplans ......................co | [ |
17. Aggregate write-ins for other liabilities (including §................ current) .. e
18. Total liabilities (LINes 110 17) ... 8,046,712 | 8,046,712|.... 15,611,817
19. Common capital StOCK ...............oooiiiiiiii i XXX XXX 100 100
20. Preferred capital STOCK ... XXX ... XXX oo
21. Gross paid in and contributed SUrpIUS ......................oo XXX ... XXX ... ... 2,989,400]...... 2,989,400
22. SUIPIUS NOES ... XXX ... XXX oo
23. Aggregate write-ins for other than special surplus funds .......................coo XXX o XXX
24, Unassigned funds (SUMPIUS) ...........ooooiiiiiiii XXX ... XXX .o 532,061 (........ 153,703
25. Less treasury stock, at cost: XXX XXX

251 shares common (value included in Line 19 $....cccoeeeed) oo XXX XXX

252 e shares preferred (value included in Line 20 $.....cccceeeen) oo XXX ] XXX oo
26. Total capital and surplus (Lines 1910 25) ..................oooooiiiii e | XXX ... ... XXX ... 3,521,561]...... 3,143,203
27. Total liabilities, capital and surplus (Lines 18and26) ....................................ooo | XXX ... ... XXX. .... 11,568,273 |.... 18,755,020
DETAILS OF WRITE-INS
1701 L L [
1702 e L e [
1708 e L e [
1798.  Summary of remaining write-ins for Line 17 from overflow page ... Lo Lo Lo L
1799. TOTALS (Lines 1701 through 1703 plus 1798) (Line 17 above) ...................ooooooooooooo oo o [
280 XXX .| XXX o[ [
2802 XXX .| XXX o[ [
2308 XXX .| XXX o[ [
2398.  Summary of remaining write-ins for Line 23 from overflow page ........................... | XXX....|..... XXX oo
2399. TOTALS (Lines 2301 through 2303 plus 2398) (Line 238bove) ... XXX | XXX oo | Lo




sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total

1. Member MONTNS ... XXX ool 260,890 |............. 242,981
2. Net premium iNCOME ... XXX o 38,264,598 ......... 34,895,131
3. Change in unearned premium reserves and reserve for rate credits ................................. [ XXX o
4. Fee-for-service (net of §................ medical eXpenses) ... XXX o
5. RISK TEVENUE ... ..o XXX o
6. Aggregate Write-Ins for Other health care related revenues ... |..... XXX
7. Total revenues (LiINeS 210 6) .............coooooiiiii e XXX oo 38,264,598 ......... 34,895,131
Medical and Hospital:
8. Hospital/medical benefits ... 21,065,827 |......... 20,622,556
9. Other Professional SEIVICES ..o 4.176,205|.......... 7,995,921
10. Outside Referrals ................ccooooiiiiiiiii e L
11. Emergency room and out-of-area ... L 1,088,998 ............. 991,881
12. Prescription drugs .........ooooi e 6,325,052 ...
13. Aggregate write-ins for other medical and hospital ... e 25,445
14. Incentive pool and withhold adjustments .....................o e L
15. Subtotal (LINeS 810 14) ... L 32,656,082 ......... 29,635,803
LESS:
16. Net reiNSUrANCE TECOVENES ... .. .. oo 260,719 (.......................
17. Total medical and hospital (Lines 15minus 16) ... e 32,395,363 ......... 29,635,803
18. Claims adjustment EXPENSES ........... ... L 922,463 |.......... 1,060,268
19. General administrative €XPENSES ..o e 4,363,782 |.......... 4,134,052
20. Increase in reserves for accident and health contracts ... o L
21. Total underwriting deductions (Lines 17 through 20) ...............ccooooiiiiiiiiiiii 37,681,608]......... 34,830,123
22. Net underwriting gain or (Ioss) (LineS 7 minus 21) ... XXX 582,990 (.............. 65,008
23. Net investment income arned ... ... 310,445(............. 205,916
24. Net realized capital gains of (I0SSES) ..........oooviiiiii i L
25. Net investment gains or (losses) (Lines 23 plus 24) ... [ 310,445|............. 205,916
26. Net gain or (Loss) from agents’ or premium balances charged off [(amount recovered §................ )

(amount charged off $................ Y] e
27. Aggregate write-ins for other inCome Or eXPeNSeS .............ooooevviiiiiiiiiiiieiii L (16,000)
28. Net income or (loss) before federal income taxes (Lines 22 plus 25 plus 26 plus 27) .................. | [ 893,435(............. 254,924
29. Federal and foreign income taxes incurred .................ccooiioiiiiiiiiiiiii | XXX | 303,767 |.............. 82,670
30. Net income (loss) (Lines 28 minuS29) ... XXX 589,668|............. 172,254
DETAILS OF WRITE-INS
080T XXX
0802 XXX
0808 XXX
0698. Summary of remaining write-ins for Line 6 from overflow page .......................... [ XXX oo
0699. TOTALS (Lines 0601 through 0603 plus 0698) (Line 6 above) ..................................oooooo [ XXX
1301.  Miscellaneous Medical EXPENSE ...............oooiiiiiiii e L e 25,445
1802 e e [
1808 L e [
1398.  Summary of remaining write-ins for Line 13 fromoverflowpage ... e [
1399. TOTALS (Lines 1301 through 1303 plus 1398) (Line 13 above) ..o Lo i L 25,445
2701, Penalty Assessed by TennCare ... (16,000)
2702 e e e
2703 e e e
2798.  Summary of remaining write-ins for Line 27 from overflow page ........................o
2799. TOTALS (Lines 2701 through 2703 plus 2798) (Line 27 above) ............cccoovveeeeiiiiiiiiinie i Lo (16,000)




sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

STATEMENT OF REVENUE AND EXPENSES (Continued)

Currer11t Year Prior2 Year
CAPITAL & SURPLUS ACCOUNT

31. Capital and surplus prior reporting year ..o | 3,143,203 .............. 12,570
GAINS AND LOSSES TO CAPITAL & SURPLUS
32. Netincome or (loss) from Line 30 ... 589,668 |............. 172,254
33. Change in valuation basis of aggregate policy and claimreserves ...................cccoo oo [
34. Net unrealized capital gains and 10SSES ...............cooiiiiiiiiiieiie e [
35. Change in net unrealized foreign exchange capital gain or (10SS) ................cooooooiiiiii oo [
36. Change in net deferred income tax ....................ooooo e
a7. Change in nonadmitted @SSets ..o e (211,310)............ (16,621)
38. Change in unauthorized reinsurance ... e
39. Change intreasury StOCK ... e
40. Change in surplus NOtES ...........ooooiiiiiiiii e e
41, Cumulative effect of changes in accounting principles .....................coo [ e
42, Capital Changes:

421 Paidin ... e e

422 Transferred from surplus (Stock Dividend) .................cccooooiiiii [

423  Transferred to SUIPIUS ... e
43. Surplus adjustments:

431 Paidin ..o L L 2,975,000

43.2  Transferred to capital (Stock Dividend) .................ccocooiiiii [

43.3  Transferred from capital ... e
44, Dividends 10 StOCKNOIAEIS ............ ... L
45. Aggregate write-ins for gains or (Iosses) insurplus ...
46. Net change in capital and surplus (Lines 3210 45) ... 378,358 |.......... 3,130,633
47. Capital and surplus end of reporting year (Line 31 plus 46) ...............................ooooo | 3,521,561 |.......... 3,143,203
DETAILS OF WRITE-INS
BB e L
AD2 e e
BB e e
4598. Summary of remaining write-ins for Line 45 from overflow page ................cccooooviiii o [
4599. TOTALS (Lines 4501 through 4503 plus 4598) (Line 45above) .........................oooooo | [




sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

CASH FLOW

Currer11t Year Prior2 Year
Cash from Operations
1. Premiums and revenues collected net of reinsurance ...................ccooooiiii 39,101,547 |......... 34,334,236
2. Claims and claims adjustment eXpenses ...............ccccoviiieiiiiiiiiie [ 39,061,206 ......... 17,539,866
3. General administrative eXpenses paid ... 6,253,755 .......... 2,298,733
4. Other underwriting income (EXPeNSES) ...............oooovvviviiiiii e
5. Cash from underwriting (Line 1 minus Line 2 minus Line 3plus Line 4) ........................[.... (6,213,414)|......... 14,495,637
6. Netinvestmentincome ... 329,550 |............. 170,085
7. Otherincome (EXPENSES) ... .. coovvv e e
8. Federal and foreign income taxes (paid) recovered ...
9. Net cash from operations (Line 5t08) ... (5,883,864)|......... 14,665,722
Cash from Investments
10. Proceeds from investments sold, matured or repaid:
101 BONAS ... 900,000{.......... 1,800,000
102 SHOCKS ... | [
10.3  Mortgage loans ............oooooiiii e [
104 Realestate ... L
10.5  Otherinvested @ssets .............oooooviiiiiiiiiiiii e [
10.6  Net gains or (losses) on cash and short-term investments .................... |
10.7  Miscellaneous proceeds .................ooooiiiiiiiiiiiii
10.8  Total investment proceeds (Lines 10.11010.7) ..............cccooviiiiii [ 900,000].......... 1,800,000
11. Cost of investments acquired (long-term only):
10 BONOS ..o 1,169,125(.......... 2,699,859
112 SHOCKS ... | [
11.3  Mortgage loans ..ot [
114 Realestate ... L
115 Otherinvested @SSets .............oooooiiiiiiiiiiiii e
11.6  Miscellaneous applications ....................oooo e
11.7  Total investments acquired (Lines 11.11011.6) ... 1,169,125(.......... 2,699,859
12. Net cash from investments (Line 10.8 minus Line 11.7) ... e (269,125)]........... (899,859)
Cash from Financing and Miscellaneous Sources
13. Cash provided:
13.1  Surplus notes, capital and surplus paid in.....................oooooooe 2,975,000
132 Nettransfers from affiliates ...................ooo i e
13.3  Borrowed funds received ... L
134 Othercashprovided ...
13.5  Total (Lines 13.1t013.4) ... 2,975,000
14, Cash applied:
141 Dividends to stockholder paid ..................cooooiiii e e
14.2  Nettransfersto affiliates ...................oo 324457 | ...
14.3  Borrowed funds repaid ... e
14.4  Otherapplications ...............cccoeviiiiiii e 529,590 (...
145  Total (Lines14.1t014.4) ... 854,047 | ...
15. Net cash from financing and miscellaneous sources (Line 13.5 minus Line 14.5) ............[........... (854,047)].......... 2,975,000
RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS
16. Net change in cash and short-term investments (Line 9 plus Line 12 plus Line 15) ..........|........ (7,007,036) | ......... 16,740,863
17. Cash and short-term investments:
171 Beginningofyear ... 16,753,433 |.............. 12,570
172 Endofyear(Line16plusLine17.1) ... 9,746,397 |......... 16,753,433




staTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

ANALYSIS OF OPERATIONS BY LINES OF BUSINESS
(Gain and Loss Exhibit)

1 2 3 4 5 6 7 8 9 10 1 12 13
Comprehensive Federal
(Hospital Employee Title Title Long
& Medical Medicare Dental Vision Health XVill- XIX- Stop Disability term
Total Medical) Only Supplement Only Only Benefit Plan Medicare Medicaid Loss Income Care Other
AAAAA 38,264,598 | ... e L L L e e 0 88284,598 [ e [ [
AAAAA 38,264,598 | ... e L [ L e e 0 88264,598 [ e [ [
AAAAA 21,085,827 | ..o e e L L e e | 21,085,827 | e e
....... 476,205 | ..o e e | L L L [ BATB205 | | e L
o 1,088998| | L 1,088,998 |
....... 6,325,052 | ...ooovviiiiis [ e e L L L [ 8,325,052 | | e L
AAAAA 32,656,082 | ..o e e L L e e e 82,856,082 [ e L [
AAAAAAAAA 260,719 (..o L L L e e L L 260,719 [ L
..... 32,395,363 | ... e e L L e e 0 82,395,363 [ e [ [
AAAAAAAAA 922,463 [ ... e L e e e e 891100 | e [ e 31,363
AAAAAAA 4,363,782 | ....oooiiiii | e e e e e [ 8290415 | e e . 73,367
AAAAA 37,681,608 ... oo L e e e e | 37576878 e [ | 104,730
AAAAAAAAA 582,990 [.........coooeee oo Lo e e e e L BBTT20 L L [ | (104,730)

1. Net premium income ..........coooiiiiiiii
2. Change in unearned premium reserves and reserve for rate credit .
3. Fee-for-service (net of $............... medical expenses) ...............
4. RisK revenue ...
5. Aggregate write-ins for other health care related revenues ..........
6. Total revenues (Lines 1105) ........oooeiiiiii
7. Medical/hospital benefits ...
8. Other professional SEIVICES ..............cccooiiiiiiiiiiiii
9. Outside referrals ...
10. Emergency room and out-of-area ....................oo
11. Prescription drugs ..........ooiii
12. Aggregate write-ins for other medical and hospital ...................
13. Incentive pool and withhold adjustments .............................
14. Subtotal (Lines 710 13) ...
15. Net reinsurance reCoveries .............o.ovvviiiiiiiiiiiiiinen,
16. Total medical and hospital (Lines 14 minus 15) ......................
~ 17. Claims adjustment eXpenses ...............ccovveiiiiiieiinnn.
18. General administrative €Xpenses .................ccocoiiiiiiin.
19. Increase in reserves for accident and health contracts ...............
20. Total underwriting deductions (Lines 16t019) .......................
21. Net underwriting gain or (loss) (Line 6 minus Line 20) ...............
DETAILS OF WRITE-INS
0501
0502
0503
0598.  Summary of remaining write-ins for Line 5 from overflow page ......
0599. TOTAL (Lines 0501 through 0503 plus 0598) (Line 5 above) .......
1201.  Miscellaneous Medical EXpense ................c.cocviiiiiiiins
1202
1208
1298.  Summary of remaining write-ins for Line 12 from overflow page ....
1299.  TOTAL (Lines 1201 through 1203 plus 1298) (Line 12 above) ......




staTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

UNDERWRITING AND INVESTMENT EXHIBIT
PART 1 - PREMIUMS

Line of Business

1

Direct
Business

Reinsurance
Assumed

Reinsurance
Ceded

4
Net Premium
Income
(Columns
1+42-3)

o~

© © N>

Comprehensive (medical and hospital) ...........
Medicare Supplement ................................
Dentalonly ...
Visiononly ...
Federal Employees Health Benefits Plan

Premiums ...




staTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - Claims Incurred During the Year

1 2 3 4 5 6 7 8 9
Federal
Compre- Employees
hensive Health Title Title
(Medical & Medicare Dental Vision Benefits Plan Xvill XIX
Total Hospital) Supplement Only Only Premium Medicare Medicaid Other

1. Payments during the year:

1.1 DO . 838,620,901 | .. 38,620,901 ..................

1.2 Reinsurance assumed ... e e e e

1.3 Reinsurance ceded ... 249112 249112 ...

1.4 N 88,371,789 | . 38,371,789 | .................
2. Paid medical incentive pools andbonuses ....................ooooc e e e e e L e e
3. Claim liability December 31, current year from Part 2A:

3.1 DO . 7,224,929 .o e e 7224929 |..................

3.2 Reinsurance assumed ... e e e e e

3.3 Reinsurance ceded ... e e e e e

3.4 N 7,224,929 .o e e 7224929 |..................
4. Claim reserve December 31, current year from Part 2D:

© 4.1 DireCt ... e e e e e

42 Reinsurance assumed ... e e e e

43 Reinsurance ceded ..................oo e e e e

4.4 Net e e e
5. Accrued medical incentive pools and bonuses, currentyear ... | | [ L [ e e [
6. Amounts recoverable from reinsurers December 31, currentyear ........................|.......... 11,607 | 11,607 ...
7. Claim liability December 31, prior year from Part 2A:

71 DO . 13,189,748 | ..o e e 13,189,748 |..................

7.2 Reinsurance assumed ... e e e e e

7.3 Reinsurance ceded ... e e e e e

74 N 13,189,748 | ..o e e 13,189,748 |..................
8. Claim reserve December 31, prior year from Part 2D:

8.1 DireCt ... e e e e e

8.2 Reinsurance assumed ... e e e e

8.3 Reinsurance ceded ..................oo e e e e

8.4 Net e e e
9. Accrued medical incentive pools and bonuses, prioryear ... | | e e e e e e
10. Amounts recoverable from reinsurers December 31, prioryear ................coooooooo v Lo L e L L e e
11. Incurred benefits:

1 DIrECt 32,656,082 | ... e e e e 32,656,082 ..................

11.2  Reinsurance assumed .................ooooooiiiiiiiiin e e e e e e

11.3  Reinsurance ceded ... 260,719 (.o e e 260,719 (..................

114 Net 832,395,363 | ..o .32,395,363|..................
12. Incurred medical incentive pools and bonuses ...................................oo o e e e




staTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

]!

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - Claims Liability End of Current Year

1 2 3 4 5 6 7 8 9
Federal
Compre- Employees
hensive Health Title Title
(Medical & Medicare Dental Vision Benefits Plan Xvill XIX
Total Hospital) Supplement Only Only Premium Medicare Medicaid Other
Reported in Process of Adjustment:
1.1 DIrBC . 231,944 | 231,944 . ...
1.2 Reinsurance assumed ... e e e e
1.3 Reinsurance ceded ...................coo e e e
1.4 N 231,944 | 231,944 1. ...
Incurred but Unreported:
2.1 DO . 6,992,985 | ... e e e 6,992,985 |..................
2.2 Reinsurance assumed ... e e e e
2.3 Reinsurance ceded ... e e e e
2.4 N 6,992,985 | ... e e e 6,992,985 |..................
Amounts Withheld from Paid Claims and Capitations:
3.1 DireCt ... e e e e
3.2 Reinsurance assumed ... e e e e
3.3 Reinsuranceceded ....................oo e e e e
3.4 Net e e e
TOTALS
4.1 DIrBCt . 7,224,929 | o e 7,224,929\ ...
4.2 Reinsurance assumed ... e e e e e
4.3 Reinsurance ceded ... e e e e e
4.4 N 7,224,929 ..o | e e 7224929 |..................




staTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID-PRIOR YEAR-NET OF REINSURANCE

Claim Reserve and Claim

Claims Incurred
in Prior Years
(Columns 1 + 3)

Estimated Claim
Reserve and
Claim Liability
December 31 of
Prior Year

o 3OXN Ok~

- O

H

Line
of
Business
Comprehensive (medical and hospital) ....................................
Medicare Supplement .....................oo
Dental Only ..o
VISION ONIY ...
Federal Employees Health Benefits Plan Premiums .............................
Title XVII-Medicare ...
Title XIX - Medicaid ...
OtNer
SUBLOtAl ...
Medical incentive pools, accrual and disbursements .............................
TOTALS

Claims Liability December 31
Paid During the Year of Current Year
1 2 3 4
On On On
Claims Incurred Claims Incurred | On Claims Unpaid | Claims Incurred
Prior to January 1 Durring the December 31 of During the
of Current Year Year Prior Year Year
............ 6,514,156 ........... 31,846,026 | ............ 6,675,592]............... 549,337
............ 6,514,156|........... 31,846,026 |............ 6,675,592|............... 549,337
............ 6,514,156|........... 31,846,026|............ 6,675,592|............... 549,337
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[eloL ¢l

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)

Grand Total
Section A - Paid Claims
Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO e L e e
2. 1998 . e e e e
3. 1999 L XXX o | e e
4, 2000 .. XXX o XXX o | e
5. 200 o XXX oo XXX oo XXX oo 16,446 |.................. 6,514
6. 2002 ... XXX .o XXX .o XXX .o XXX oo 31,846
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO e L e [ e
2. 1998 . e e e e
3. 1999 L XXX o | e e
4, 2000 .. XXX oo XXX o | e
5. 200 o XXX oo XXX oo XXX o 29636 (... 29,636
6. 2002 ... XXX .o XXX .o XXX .o XXX oo 32,395
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto 1998 ... XXX o e XXX o XXX o e e XXX.....
2. 1998 ..o e e e e e e L e e
3. 1999 . e e e e e e e e
4, 2000 ... L e e e e e e
5. 2001 34,895(............. 22,960 (.............. 1210 (... 5[ 24170 ... 69 ... 6,676|...........o 63 (... 30,909 ... 89
6. 2002 ... 38,265(............. 31846 |................. TA2| ... 2| 32,588 |.................. 85(. ... 549 ... 5[............ 33142 (... 87
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX .o 54,806 (.............. 1,952(...... XXX .o 56,758 | ...... XXX .o 7225|. .. 68[............. 64,051(...... XXX ...
8. TOTAL (Lines2through 6) ......................cocoo | 73,160 ...... XXX ... XXX ... XXX .o XXX .o XXX ... XXX ... XXX .o ] XXX . o] XXX.....
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12

12

12

12

12

12

12

12

12

12

12

12

12

12

12

12

12

12

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Hospital and Medical. . ..

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Hospital and Medical. ...

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Hospital and Medical. . ..

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Medicare Supplement .. ..

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Medicare Supplement . ..

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Medicare Supplement . ..

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Dental Only. ...........

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Dental Only. ..........

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Dental Only. ..........

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Vision Only. ............

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Vision Only. ..........

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Vision Only...........

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Fed Emp HBPP..........

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Fed Emp HBPP..........

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Fed Emp HBPP........

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Title XVIll-Medicare.. . ...

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Title XVllI-Medicare . ...

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Title XVlll-Medicare . . ..

12

NONE

NONE

NONE

NONE

NONE

NONE
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PIEJIPBN-XIX 3L C1

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)
Title XIX - Medicaid

Section A - Paid Claims

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
10 PHOr L L e
2. 1998 L e e e e
3. 1999 L XXX o | e e
4. 2000 e XXX o XXX o | e
B 2001 L XXX oo XXX oo XXX oo 16,446 |.................. 6,514
6. 2002 ... XXX .o XXX .o XXX .o XXX oo 31,846
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1o PHOr L L
2. 1998 L e e e e
30 1999 L e XXX e e e
4 2000 . L XXX XXX o | e
B 2001 L e XXX XXX oo XXX o 29636 (... 29,636
6. 2002 ... XXX XXX .o XXX .o XXX oo 32,395
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto1998 ... L XXX XXX.....
2.0 1998 . e e
30 1999 e e e
4, 2000 ... e e e
5. 2001 . 34895 22,960 (.............. 1210 (... 5
6. 2002 ... 38265 31846 |................. TA2| ... 2
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX .o 54,806 (.............. 1,952(...... XXX ...
8. TOTAL (Lines2through 6) ......................cocoo | 73,160 ...... XXX ... XXX ... XXX ...




sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

12 Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Other.................. NONE
12 Underwriting Invest Exh Pt 2C Sn B - Incur Claims - Other.................. NONE
12 Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Other................. NONE
13 Underwriting Invest Exh Pt2D-A & HReserve- ....................o0tt NONE

12,13
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

1
Claim
Adjustment
Expenses

2
General
Administrative
Expenses

3

Investment
Expenses

Total

74,311

82,091
137,297

110,720

199,738
3,456,612

........... 139,321

AAAAAAAAAAA 274,049
4,673,267

........... 250,041

........... 922,463
........... 224,500
........... 299,935

4,363,782
1,867,940

5,286,245
2,092,440
AAAAAAAAAAA 357,919

110,720

1. Rent ($......covvvee. for occupancy of own building) .......................
2. Salaries, wages and other benefits ...
3. Commissions (less $................ ceded plus $................ assumed) ...
4, Legal fees and €XPENSES ...
5. Certifications and accreditationfees ......................................
6. Auditing, actuarial and other consulting services ........................
7. Traveling EXPENSES .........ooiiiii e
8. Marketing and advertising .....................ccoo
9. Postage, express and telephone ..................cccooo
10. Printing and office Supplies ...
11. Occupancy, depreciation and amortization ...............................
12. Equipment ...
13. Cost or depreciation of EDP equipment and software ..................
14. Outsourced services including EDP, claims, and other services ...
15. Boards, bureaus and associationfees ....................................
16. Insurance, exceptonrealestate .........................
17. Collection and bank service charges ............................
18. Group service and administrationfees ....................................
19. Reimbursements by uninsured accident and health plans .............
20. Reimbursements from fiscal intermediaries ..............................
21. Real estate eXPeNSES ............uvwiiiiiiii
22. Real estatetaxes ...
23. Taxes, licenses and fees:

231  State and local insurance taxes .................................

232  State premiumtaxes ............cccooooiiiiiiiei

23.3  Regulator authority licenses andfees ...........................

234 Payrolltaxes ..o

235  Other (excluding federal income and real estate taxes) ......
24, Investment expenses not included elsewhere ...........................
25. Aggregate write-ins for eXpenses ...
26. Total expenses incurred (Lines 1t025) ......................ooooei
27. Add expenses unpaid December 31, prioryear .........................
28. Less expenses unpaid December 31, currentyear .....................
29. Amounts receivable relating to uninsured accident and health

Plans, Prior YT ...
30. Amounts receivable relating to uninsured accident and health

plans, CUMENt YEAT ..........cooiiii e
31. Total expenses paid (Lines 26 plus 27 minus 28 minus 29 plus 30) .
DETAILS OF WRITE-INS
2501.  Claims Adjustment EXpense ......................cccccciii
2502.  ReCrUtiNg ...t
2503. Temporary Help ...
2598.  Summary of remaining write-ins for Line 25 from overflow page .....
2599. Totals (Lines 2501 through 2503 + 2598)(Line 25 above) .............
(a) Includes management fees of $.......7,180,955 to affiliates and §$................

14

to non-affiliates.
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EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year
1. U.S. GOVerMENt DONAS ... @......... 18,584 |.............. 33,709
1.1 Bonds exempt from U.S. taX ... (@)oo
1.2 Other bonds (unaffiliated) ... (@)oo
1.3 Bonds of affiliates ... () oo
2.1 Preferred stocks (unaffiliated) ... (B
211 Preferred stocks of affiliates ... (B
2.2 Common stocks (unaffiliated) ... |
221 Common stocks of affiliates ....................... o e
3. Mortgage 0anS ... ©) oo
4, Real @State ... ).
5. CONTaCt I08NS ... e
6. Cash/short-term INVEStMENTS ... .. ©)........ 308,497 |............. 290,157
7. Derivative INSIIUMENTS ... ()
8. Other iNVESIEA @SSEES ... e
9. Aggregate write-ins for iNVesStMeNnt iNCOME ... [ |
10. Total gross investment inCOMe ... 327,081 |............ 323,866
11. INVESIMENT BXPENSES ... e @)oo
12. Investment taxes, licenses and fees, excluding federal income taxes ... (@i,
13. INEEIESE EXPENSE ... ().
14. Depreciation on real estate and otherinvested assets ... (W)
15. Aggregate write-ins for deductions from investmentincome ... 13,421
16. Total deductions (Lines 11 through 15) ... 13,421
17. Net Investment income (Line 10 minus Line 16) .....................oo 310,445
DETAILS OF WRITE-INS
0007 o
0002
0008
0998.  Summary of remaining write-ins for Line 9 from overflow page ......................oooo L
0999. TOTALS (Lines 0901 through 0903 plus 0998) (Line 9, above) ... L
1501. Interest earned on ASO reimbursements forwarded to TennCare ... 13,421
1002 e
L P
1598.  Summary of remaining write-ins for Line 15 from overflow page ...
1599. TOTALS (Lines 1501 through 1503 plus 1598) (Line 15, @bOVE) ... 13,421
(a) Includes §............... accrual of discount less §.......... 15,890 amortization of premium and less §.......... 26,246 paid for accrued interest on purchases.
(b) Includes §................ accrual of discount less $ amortization of premium and less $ paid for accrued dividends on purchases.
(c) Includes §................ accrual of discount less $ amortization of premium and less $ paid for accrued interest on purchases.
(d) Includes §................ for company’s occupancy of its own buildings; and excluding §................ interest on encumbrances.
(e) Includes §................ accrual of discount less §................ amortization of premium and less §................ paid for accrued interest on purchases.
(f) Includes §................ accrual of discount less $................ amortization of premium.
(9) Includes §................ investment expenses and §................ investment taxes, licenses and fees, excluding federal income taxes, attributable to segregated and
Separate Accounts.
(h) Includes §............... interest on surplus notes and §................ interest on capital notes.
(i) Includes§................ depreciation on real estate and $................ depreciation on other invested assets.
EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4 5
Net Gain (Loss)
from Change
in Difference
Between Basis
Realized Gain Increases Book/Adjusted
(Loss) on Sales | Other Realized | (Decreases) by | Carrying and
or Maturity Adjustments Adjustment | Admitted Values Total
1. U.S. Governmentbonds ... L e e
11 BondsexemptfromU.S.tax .................ooooo e e e
1.2 Otherbonds (unaffiliated) .......................ooo e e e
1.3 Bondsof affiliates ......................oo o L e L
2.1 Preferred stocks (unaffiliated) ........................ e e
2.11  Preferred stocks of affiliates ... L e
2.2 Common stocks (unaffiliated) ....................cccooooiiiioiii o L e
2.21  Common stocks of affiliates .............................ooo L L e
3. Mortgage l0ans ... e e e
4, Realestate ................oo e
5. Contractloans .............................. KN €Y R K| |
6. Cash/short-terminvestments ................................ | ANV W& BN KL _| |
7. Derivative instruments .................oooo L e e
8. Otherinvested @ssets .............coooooooioiiiiiiiiiiiiiiiiieiiee L e e e
9. Aggregate write-ins for capital gains (10ss€S) ................ooooooo oo
10.  Total capital gains (10ss€s) ... o L
DETAILS OF WRITE-INS
0901 o e e e
0902 e e e
0903 e e e
0998. Summary of remaining write-ins for Line 9 from overflow page ....|.................. ||
0999. TOTALS (Lines 0901 through 0903 plus 0998) (Line 9, above) ... |.................. | | |
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EXHIBIT 1 - ANALYSIS OF NONADMITTED ASSETS AND RELATED ITEMS

1
End
of
Current Year

2
End
of
Prior Year

3
Changes for Year
(Increase) or
Decrease

197,920

(197,920)

(13,390)

(211,310)

1. Summary of items Page 2, Lines 10 to 13 and 15 to 20, Column 2
2. Other Nonadmitted Assets:
2.1 Bills receivable ...
2.2 Leasehold improvements ..............cccooooiiiiiiiiiiinnn
2.3 Cash advanced to or in the hands of officers and agents .
24 Loans on personal security, endorsed ornot ................
25 Commuted COMMISSIONS ..............cccooeeiiiiiiiiii
3. Total (LineS2.1102.5) ...
4, Aggregate write-ins for otherassets ...................................
5. TOTAL (Line 1 plus Line3andLined) .................................
DETAILS OF WRITE-INS
0401.  Prepaid EXPENSES ..........ccoovviiiiiieiie e
0402
0408
0498. Summary of remaining write-ins for Line 4 from overflow page .....
0499. TOTALS (Lines 0401 through 0403 plus 0498) (Line 4 above) .....

16
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EXHIBIT 2 - ENROLLMENT BY PRODUCT TYPE

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health Maintenance Organizations ........................ccooooiiii | 40,910(.......... 43,033(.......... 44,696 (... 260,890
2. Provider Service Organizations ... | e L e
3. Preferred Provider Organizations .............................ooo o L e
4, Point 0f SEIVICe ... e
5. Indemnity Only ... e e
6. Aggregate write-ins for other lines of business ........................ooo | e
7. TOTAL .o 40,910.......... 43,033(.......... 44696 |.................. | 260,890
DETAILS OF WRITE-INS
0801 e
0602 o
0603

0698. Summary of remaining write-ins for Line 6 from overflow page
0699. TOTALS (Lines 0601 through 0603 plus 0698) (Line 6 above)
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EXHIBIT 3 - ACCIDENT AND HEALTH PREMIUMS DUE AND UNPAID

1
Name of Debtor

2
1 - 30 Days

3
31 - 60 Days

4
61 - 90 Days

5
Over 90 Days

6
Nonadmitted

7
Admitted

0199999 Total individuals ..o

0299998 Premium due and unpaid not individually listed ........................

0299999 Total GroUP ... ..o

0399999 Premiums due and unpaid from Medicare entities .....................

0499999 Premiums due and unpaid from Medicaid entities .....................

0599999 Accident and health premiums due and unpaid (Page 2, Line 10) ..
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61

EXHIBIT 4 - HEALTH CARE RECEIVABLES

1 2 3 4 5 6 7
Name of Debtor 1-30Days | 31-60Days | 61-90Days | Over 90 Days | Nonadmitted Admitted
Receivables not inidvidually listed
Advanced PCS-Rx Rebates ... 197,920 ........ 197,920 ..................
0499999 Total - Receivables not inidvidually listed ..................ooooooo o Lo Lo Lo Lo L
0599999 Health care receivables ... e 197,920(........ 197,920 ..................
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EXHIBIT 5 - CLAIMS PAYABLE (Reported and Unreported)

Aging Analysis of Unpaid Claims

1 2 3 4 5 6 7
Account 1-30Days | 31-60Days | 61-90Days | 91-120 Days |Over 120 Days Total
0299999 Aggregate Accounts Not Individually Listed - Uncovered ............ | ... | [ Lo [
0399999 Aggregate Accounts Not Individually Listed - Covered ............... |[........ 175,535(.......... 22,619(.......... 16,991 (.......... 13,224 (........... 3,575]........ 231,944
0499999 Subtotals ... 175,535(.......... 22619(.......... 16,991|.......... 13,224]........... 3,575|........ 231,944
0599999 Unreported claims and Other Claim FESEIVES ......... ..o 6,992,985
0699999 Total AMOUNES WIthNeId ...
0799999 Total Claims Payable ... 7,224,929
0899999 Accrued Medical INCENtIVE POOI ... ...
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EXHIBIT 6 - AMOUNTS DUE FROM PARENT, SUBSIDIARIES AND AFFILIATES

1 2 3 4 5 6 Admitted

7 8
Name of Affiliate 1-30Days | 31-60Days | 61-90Days | Over 90 Days | Nonadmitted Current Non-Current

0399999 Total gross amounts receivable ..........................ocoooonc i e L L [

(X4
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EXHIBIT 7 - AMOUNTS DUE TO PARENT, SUBSIDIARIES AND AFFILIATES

(44

1 2 3 4 5
Affiliate Description Amount Current Non-Current
Individually listed payables
Three Rivers Health Plans, Inc. .................................. TRHP check deposited by BHP .............
Three Rivers Administrative Services, LLC. ....... .... | Administrative Fees ............................
Three Rivers Holding, Inc ......................... Tax allocation accrual .........................
0199999 Total - Individually listed payables ...................| ... XXX
0299999 Payables not individually listed ...................... | XXX L L
0399999 Total gross payables ...........................o | XXX 200,573|........... 200,573 ...
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EXHIBIT 8 - PART 1 - SUMMARY OF TRANSACTIONS WITH PROVIDERS

€¢c

1 2 3 4 5 6
Column 1 Column 1
Direct Medical |  Column 1 Total Column 3  [Expenses Paid | Expenses Paid

Payment Expense asa% Members asa% to Affiliated  [to Non-Affiliated

Method Payment of Total Covered of Total Providers Providers
Capitation Payments:
1. Medical groups ...........oooooiiiiiii e L e
2. Intermediaries ..............ooooiii e 1,387,591........... 3593|.......... 4469 ........ 100.000 (... [ 1,387,591
3. All other providers ................cccoeiiiiiii 286,996 |........... 0.743|.......... 4469 ........ 100.000 | ... [, 286,996
4. Total capitation payments ... 1,674,587 |........... 4336].......... 44,69 ........ 100.000(..............oo | 1,674,587
Other Payments:
5. Fee-for-Service ... L L XXX .| XXX [
6. Contractual fee payments ...................... 36,946,314 |.......... 95.664..... XXX ... XXX oo 36,946,314
7. Bonus/withhold arrangements - fee-for-service ... L XXX ... XXX oo
8. Bonus/withhold arrangements - contractual fee payments ......................| oo [ XXX XXX
9. Non-contingent salaries .................coooooo e L XXX XXX
10. Aggregate costarrangements ... e XXX ... XXX
11. All other payments ... XXX XXX
12. Total other payments ... .. 36,946,314 (.......... 95.664]..... XXX ... XXX oo .... 36,946,314
13. Total (Line 4 plus Line 12) ... .. 38,620,901 ........ 100.000{..... XXX | XXX o .. 38,620,901

EXHIBIT 8 - PART 2 - SUMMARY OF TRANSACTIONS WITH INTERMEDIARIES

2 3 4 5 6
Intermediary’s Intermediary’s

NAIC Name of Capitation Average Monthly | Total Adjusted | Authorized Control

Code Intermediary Paid Capitation Capital Level RBC
00000 ........... Davis ViSIoN ...........ccccoooiiiii [ 118,390 |.............. 19,732 (. L
00000 ........... Doral Dental ............ccoooooviii 1,233,201 |............. 205,534 ...
00000 ........... Medical Transport ......................oooo | 36,000................ 6,000 ...
9999999 ... 1,387,591 ...... XXX | XXX | XXX,
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EXHIBIT 9 - FURNITURE, EQUIPMENT AND SUPPLIES OWNED

@0 A~ WD~

1 2 3 4 5 6
Book Value Assets Net
Accumulated Less Not Admitted
Description Cost Improvements | Depreciation |Encumbrances| Admitted Assets
Administrative furniture and equipment .................... e e e
Medical furniture, equipmentand fixtures .............................. e

Pharmaceuticals and surgical supplies ................... K| £ Y RKRI L | ...
Durable medical equipment ............................eeeeeeeeeeeeee . I @ BN LI

Other property and equipment ...

TOMBl .o [ [
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Notes to Financial Statement

1. Summary of Significant Accounting Policies:

A. The accompanying statement has been prepared in conformity with the NAIC Accounting
Practices and Procedures manual as required by the State of Tennessee, except where NAIC
statutory accounting practices and procedures do not address the accounting for the transaction.

(1) Better Hedlth Plans, Inc.’s (the Company’'s) sole shareholder, Three Rivers Holdings, Inc.
(Holdings), has made an election to be treated as an S corporation for federal and state income
tax purposes and it has made an election to treat the Company as a qualified subchapter S
subsidiary for federal income tax purposes. As aresult of the QSST election, the Company is
treated as a division of Holdings for income tax purposes and the results of its operations are
included in the Holdings' income tax returns. Pursuant to a Tax Allocation Agreement with
Holdings, the Company is required to reimburse Holdings for income tax liability Holdings
shareholders incur with respect to the Company’s operations. The amount reimbursed is
calculated to equal the sum of the federal income tax that the Company would have paid if it
were a C corporation filing separate income tax returns. NAIC statutory accounting practices
and procedures do not address the accounting for this type of transaction. Pursuant to
correspondence received from the State of Tennessee, Department of Commerce and
Insurance, TennCare Division dated February 22, 2002, the Company has been granted
permission to report shareholder reimbursement of taxes as Provision for Federal Income
Taxes on the Statement of Revenue and Expenses (page 4), line 29 of the accompanying
financial statements. All such reimbursements made or accrued have been reported in
accordance with this ruling. The amount reported on line 29 is $303,767. There is no
monetary effect on statutory surplus resulting from this transaction, as these amounts would
otherwise be awrite-in reduction to surplus.

B. The preparation of financia statements in conformity with the Annual Statement Instructions and
Accounting Practices and Procedures manual requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

C. The State of Tennessee TennCare Bureau has paid premiums to the Company on a monthly basis
for members effective through June 30, 2002. These amounts were recognized as revenue during
the time that the Company was obligated to provide health services to those enrollees. In addition,
the Company has received amounts from the State of Tennessee to be used to cover the cost of
claimsincurred for enrollees for dates of service prior to its contract effective date of July 1, 2001.
The Company also receives a six (6) per cent administrative fee for processing these claims and is
reimbursed for the amount of premium tax incurred. The total of the claims paid and the
administrative fee are recognized as revenue in the month the claims are processed; the premium
tax reimbursement is recorded as a credit against our premium tax expense.

Effective July 1, 2002, the Company entered into an Administrative Services agreement with the
State of Tennessee TennCare Bureau. Under this agreement, the Company processes and pays
claims and performs other managed care services and is reimbursed by TennCare. The Company
receives an administrative fee for this service.

The Company contracts with various health care providers for the provision of certain medical
care services to its members. The Company compensates those providers on a capitation or unit of
service basis.  These contracts have been maintained under the ASO agreement with TennCare;
however, the Company is no longer at risk for medical expensesincurred on or after July 1, 2002.

Administrative fees paid to Three Rivers Administrative Services, LLC (TRAS) are allocated to
each expense line pro rata based on the expenses incurred by TRAS. Expensesincurred by TRAS
are alocated to its contracted HMO'’s based on the ratio of each HMO’'s member months to the
total member months served by TRAS.

The following accounting policies materially affect the assets, liabilities, capital and surplus or
results of operations:

(1) The Company has no short term investments.

(2) The Company reports bonds at amortized cost using the scientific (constant yield) method.

(3) The Company has no investments in common stock.

(4) The Company has no investments in preferred stock.

(5) The Company has no investments in mortgage loans.

(6) The Company has no investments in loan-backed securities.

(7) The Company has no investments in subsidiaries, controlled or affiliated companies.

(8) The Company has no investments in joint ventures, partnerships or limited liability
companies.

(9) The Company has no investments in derivatives.

(10) The Company has no premium deficiency reserves.

(11) The Company has recorded a liability for claims and claims adjustment expenses, which are
expected to be paid after the end of the reporting period for services provided to members
through June 30, 2002. These liabilities are based on historical data, current membership and
health service utilization statistics, and other related information. As estimates are used in
establishing these liabilities, the ultimate amounts may be in excess or less than the amounts

25



sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

Notes to Financial Statement

reported on this statement. These accruals are continually monitored and reviewed and, as
settlements are made or accruals adjusted, differences are reflected in current operations.

(12)In accordance with SSAP 47, the Company’'s statement of operations excludes amounts
received or paid on behalf of TennCare. No liability for claims has been established for
periods after June 30, 2002.

2. Accounting Changes and Corrections of Errors:
A. The Company had no accounting changes or corrections of errors.

3. Business Combinations and Goodwill:
A. The Company has no business combinations or goodwill to report.

4. Discontinued Operations:
A. The Company has no discontinued operations to report.

5. Investments:

The Company has no investments in Mortgage L oans.

The Company has no investments in Debt Restructuring.

The Company has no investments in Reverse Mortgages.
The Company has no investments in Loan-Backed Securities.
The Company has no investments in Repurchase Agreements

moowz

6. Joint Ventures, Partnerships and Limited Liability Companies:
A. The Company has no Investmentsin Joint Ventures, Partnerships or Limited Liability Companies

7. Investment Income:
A. Investment income due and accrued with amounts over 90 days past due are non-admitted. At
December 31, 2002, no investment income was hon-admitted.

8. Derivative Instruments:
A. The Company has no investmentsin Derivative I nstruments.

9. Income Taxes:
A. The Company has recorded no deferred income tax asset (DTA) or deferred tax liability (DTL).
Holdings, the Company’s sole shareholder, has made an election to be treated as an S corporation
for federal and state income tax purposes and it has made an election to treat the Company as a
qualified subchapter S subsidiary for federal income tax purposes. As a result of the QSST
election, the Company is treated as a division of Holdings for income tax purposes and the results
of its operations are included in the Holdings income tax returns. SSAP 10 does not address
QSST’s. See note 1.A.(1) for the description of the tax allocation agreement and our treatment of

such.

10. Information Concerning Parent, Subsidiaries and Affiliates:
A. B.C.&D.
(1) The Company has the following related party agreements:

@

(b)

Effective August 1, 2000, the Company entered into an Administrative Services
Agreement with TRAS, alimited liability company 100% owned by Holdings. Under the
agreement, TRAS performs all administrative services necessary for the Company to
carry on its HMO business in return for a pmpm fee. The agreement with TRAS ends
June 30, 2002 with automatic renewals for successive one-year terms there after, unless
either party to the agreement gives notice of termination. Effective July 1, 2002, the
State of Tennessee modified the TennCare program to change it to an ASO program
during the period July 1, 2002 to December 31, 2003 (Stabilization Period). As aresult
of the modifications to the TennCare program, the Administrative Services Agreement
with TRAS was modified so that the fee payable to TRAS is equal to 95 per cent of the
ASO fees (fixed and contingent) earned by the Company under the TennCare program
during the stabilization period. At the end of the stabilization period the original terms of
the agreement will be reinstated.

The Company has entered into a tax reimbursement agreement with its parent, Holdings.
See note 1.A.(1) and note 9.A. for details regarding this agreement.

(2) At December 31, 2002, the Company reported the following amounts payable:

@

$61,980 due to the Parent Company, Holdings, for amounts due under the tax
reimbursement agreement. Amounts under this agreement are payable quarterly. Total
expense incurred under this agreement recorded in the current year is $303,767.

$41,105 due to TRAS, (also owned by Three Rivers Holdings, Inc) for amounts due
under the Administrative Services Agreement. Payment is made monthly.

$97,488 due to Three Rivers Hedth Plans, Inc (also owned by Holdings) for funds
deposited in error to the Company’s bank account. This amount was paid in January
2003.

(3) The Company has no investments in parent, subsidiaries, or affiliates.
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Notes to Financial Statement

E. The Company has no guarantees or undertakings for the benefit of an affiliated or related party.

F. Seeitem 10 A, B, C. & D for details regarding management and tax sharing agreements with
related parties.

G. All outstanding shares of the company are owned by the parent company, Holdings, a Delaware
Corporation. Holdings also owns all outstanding shares of Three Rivers Hedth Plans, Inc, a
Pennsylvania domiciled HMO.

H. The Company has no upstream intermediate entity or ultimate parent owned via a downstream
subsidiary, controlled, or affiliated entity.

I. & J. The Company hasno investmentsin an SCA.

Debt:

A. The Company hasissued no capital notes or other debt instruments.

Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and
Other Postretirement Benefit Plans:

oow>

E.

The Company does not have any Defined Benefit Plans.

The Company does not have any Defined Contribution Plans.

The Company has no Multiemployer Plans

The Company has no employees and therefore has no retirement plans. All administrative
services are performed by TRAS, which has a 401(k) Plan for its employees. Employees may
contribute up to 15% of their gross pay. TRAS matches twenty five percent (25%) up to the first
four percent (4%) of the employee’s contributions. Vesting isimmediate.

The Company has no Postemployment Benefits and Compensated Absences.

13. Capital and Surplus, Shareholder’s Dividend Restrictions and Quasi-Reorganizations:

(1) The Company has 2,000 common shares authorized, with 100 issued and outstanding

(2) The Company has no preferred stock authorized or issued.

(3) Under the laws of the State of Tennessee, all dividends and other distributions to shareholders
must be reported to the Commissioner of Commerce and Insurance within five (5) days
following the declaration thereof and at least ten (10) days prior to payment. An
extraordinary dividend is one which exceeds the greater of ten (10) per cent of the Company’s
surplus as of December 31 next preceding or the net income for the twelve month period
ending December 31 next preceding. Extraordinary dividends must be approved in advance
by the commissioner.

(4) Within the limitations of (3) above, there are no restrictions on the portion of the Company’s
profits that may be paid as ordinary dividends to the shareholder.

(5) The Company has no restrictions on unassigned surplus.

(6) The Company has no advances to surplus.

(7) The Company has no stock held for specia purposes.

(8) The Company has no specia surplus funds.

(9) Unassigned surplus was reduced by the following amounts:

(a) unrealized gains and losses none
(b) non admitted asset values $227,931
(c) provision for reinsurance none

(10) The Company has no surplus debentures or similar obligations.
(11) The Company has had no quasi-reorganizations.

14. Contingencies:

15.

16.

A. The Company has no Contingent Commitments
B. The Company has no reportabl e assessments.
C. The Company has no gain contingencies.

D. All Other Contingencies

(1) The Company is insured with respect to malpractice and other professional liabilities. The
malpractice and professional liability insurance coverages are claims-made policies covering
the Company for incidents as long as the Company maintains current coverages. Since no
malpractice or other professional liability claims have been asserted against the Company, no
reserves have been recorded in the accompanying statements of admitted assets, liabilities and
net worth.

(2) Inthe normal course of business, third parties assert claims against the Company pertaining to
various aspects of its operations. As of December 31, 2002, the only such claims asserted
arose from medical service providers seeking additional reimbursement for services rendered
to the Company’s enrolled members. Management believes the amounts accrued for medical
expenses are adequate to cover any such claims. These claims are not expected to have a
material financial impact on the Company’s financial condition or the results of its operations.

Leases:
A. The Company has no lessee arrangements.
B. The Company has no lessor business activities.

Information About Financia Instruments With Off-Balance Sheet Risk and Financial Instruments With
Concentrations of Credit Risk:

A.

The Company has no financia instruments with off-balance-sheet risk and none with
concentrations of credit risk.
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Notes to Financial Statement

17. Sde, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities:

A.
B.
C.

The Company has no transfers of receivables reported as sales.
The Company has no transfers and servicing of Financial Assets.
The Company has no wash sales.

18. Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of
Partially Insured Plans:

A. The gain from operations from the Company’s ASO uninsured plan is as follows:

B.
C.

ASO Uninsured Plans

a Net reimbursement for administrative

expenses in excess of actual expenses $ (104,730)
b. Tota net other income or expenses $ (7,213
c. Net gain or loss from operations (net of tax) |$ (66,669)
d. Total claim payment volume $ 25,386,030

The Company has no ASC plans.
The Company has no Medicare or similarly cost based reimbursement contracts.

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators:

A. The Company does not use Managing General Agents or Third Party Administrators.

20. Other Items:

A. The Company has no Extraordinary Items to report.

B. The Company has no Debt Restructuring.

C. The Company has no unusual itemsto report.

D. The company has no uncollectible assets to report.

E. The Company has no reinsurance accounted for as a deposit.

F. The Company has no Multiple Peril Crop insurance.

G. The Company has no Mezzanine Real Estate Loans.

H. Health Care Receivables:

(1) Asthe company is operating as an ASO, no pharmacy rebates have been estimated since June
30, 2002. Rebates will be reported on a cash basis as received and forwarded to TennCare.
The second previous quarter and prior quarters are reported based on reports from our
pharmacy benefit manager (PBM) listing rebates invoiced. The Company generally receives
a notice from the PBM in the fourth month following the end of each quarter, listing the
rebate amounts billed by manufacturer. Received amounts listed below are calculated based
on the date the PBM notified the Company of the invoiced rebates.

Estimated

Pharmacy Actual Actual Actual

Rebates as Rebates Rebates - Rebates
Pharmacy Collected Collected .

Reported Collected ... Receivable  Non- .
Rebatesas |, ... Within91 More Than ; Admitted

Quarter on . Within 90 as of Admitted
Financial '”"?.' Ce‘;/d Daysof 0 180f 180fDays 12312002 Asset 1S
Statements Confirm receiving Days o After
- . recelving receiving

(Original Invoice Invoice Invoice

Estimate)

12/31/02 0 0 0 0 0 0
9/30/02 0 0 0 0 0 0
6/30/02 133,963 153,443 2,710 0 150,733 150,733 0
3/31/02 126,366 159,521 0 112,334 47,187 47,187 0

12/31/01 117,277 173,054 0 142,088 30,966 0 0 0
9/30/01 0 153,544 0 130,488 23,056 0 0 0

I.  The Company has no September 11 Eventsto report.

J.  The Company has no investmentsin real estate.

K. The Company has no Participating Policies.

L. The Company records a liability for claims, which are expected to be paid after the end of the
reporting period, for services provided to members through June 30, 2002. These accruals are
continually monitored and reviewed and, as settlements are made or accruals adjusted, differences
arereflected in current operations.

M. The Company has no Intercompany Pooling Arrangements.

N. The Company has no Business Combinations and Goodwill resulting from the assumption of
reinsurance.

O. The Company has no Noncash transactions to report.

P. The Company has elected to use rounding in reporting amounts in the statement.
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Notes to Financial Statement

21. Events Subsequent:

A.

The Company has no subsequent events to report.

22. Reinsurance

A.

nmo 0

The Company has no unsecured aggregate recoverable for losses, paid and unpaid including
IBNR, loss adjustment expenses and unearned premium with any individual reinsurer, authorized
or unauthorized that exceed 3% of the Company’s surplus.

The Company has no reinsurance recoverables on paid and unpaid losses including IBNR losses in
dispute by reason of notification, arbitration or litigation that exceed 5% of the Company’s
surplus.

The Company has no return commission that would be due reinsurers if the Company’s
reinsurance was canceled.

The Company has no uncollectible reinsurance that was written off.

The Company has no commutation of reinsurance.

The Company has no retroactive reinsurance.

23. Retrospectively Rated Contracts:

A.

The Company has no retrospectively rated contracts.

24. Anticipated Salvage and Subrogation:

A.

The Company has no anticipated salvage and subrogation.

25. Changesin Incurred Claims and Claims Adjustment Expense:

A.

The Company has no changes in the provision for incurred claim and claim adjustment expenses
attributable to insured events of prior years.

26. Organization and Operation:

A.

The Company, a Tennessee corporation, was incorporated on August 9, 2000. On July 1, 2001,
the Company received its Health Maintenance Organization (HMO) certificate of authority from
the State of Tennessee. Effective July 1, 2001, the Company entered into a contract with the State
of Tennessee TennCare Bureau to manage health benefits for eligible recipients in the Western
Region of Tennessee.

Effective July 1, 2002, the State of Tennessee modified the TennCare program to change it to an
ASO program during the period July 1, 2002 to December 31, 2003 (Stabilization Period).
Under this agreement, the Company processes and pays claims and performs other managed care
services and is reimbursed by TennCare. The Company receives an administrative fee for this
service.

27. Minimum Net Worth:

A.

Under the laws of the State of Tennessee, every HMO must maintain a minimum net worth equal
to the greater of $1,500,000 or an amount totaling four (4) per cent of the first $150,000,000 of
annual premium revenue as reported on the most recent annua statement filed with the
commissioner and one and one-half (1.5) per cent of the annual premium revenue in excess of
$150,000,000.
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SUMMARY INVESTMENT SCHEDULE

Investment Categories

Admitted Assets as Reported
in the Annual Statement

3
Amount

4
Percentage

© © N &

Bonds:
1.1 U.S.treasury SECUMties ...
1.2 U.S. government agency and corporate obligations (excluding

1.3

1.4

1.5

mortgage-backed securities):
1.21 Issued by U.S. government agencies ....................ccccooeoiiiiiinn,
1.22 Issued by U.S. government sponsored agencies ............................
Foreign government (including Canada, excluding mortgage-backed
SECUMHES) ...
Securities issued by states, territories, and possessions and political
subdivisions in the U.S.
1.41 States, territories and possessions general obligations .....................
1.42 Political subdivisions of states, territories and possessions and

political subdivisions general obligations ......................................
1.43 Revenue and assessment obligations ........................c.
1.44 Industrial development and similar obligations ...............................
Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Guaranteedby GNMA ...
1.512 Issued by FNMAand FHLMC ................oooooi
1.513 Privately issued ..o
CMOs and REMICs:
1.521 Issued by FNMAand FHLMC ................ooooo
1.522 Privately issued and collateralized by MBS issued or

guaranteed by GNMA,FNMA, or FHLMC .............................
1.523 All other privately issued ....................

1.52

Other debt and other fixed income securities (excluding short term):

2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the
SVO) o
2.2 Unaffiliated foreign SECUMtIES ............coooi
2.3 Affiliated SECUMHIES ..........ooiiiiiiiii
Equity interests:
3.1 Investmentsin mutual funds .................ccooo i
3.2  Preferred stocks:
321 Affiliated ...
3.22 Unaffiliated ...
3.3 Publicly traded equity securities (excluding preferred stocks):
331 Affiliated ...
3.32 Unaffiliated ...........cccoooiiiii
3.4  Other equity securities:
341 Affiliated ...
3.42 Unaffiliated ...
3.5  Other equity interests including tangible personal property under lease:
351 Affiliated ...
3.52 Unaffiliated ...
Mortgage loans:
41 Construction and land development .......................cc
42 Agricultural ...
4.3  Single family residential properties ......................
4.4 Multifamily residential properties ...
45 Commercial I0aNS ... ..ottt
Real estate investments:
5.1 Property occupied by COMPANY ...
5.2 Property held for production of income (includes §................ of property
acquired in satisfaction of debt) ...
5.3  Property held for sale (§................ including property acquired in satisfaction
of debt) ...
POlICY 10ANS ...
Receivables for SeCUMEIES ...t
Cash and short-term investments ...
Other inVested @SSEIS .........cooiiiii i
Total iNVESIEd @SSEIS ... ..iiiii i

.......... 1,153,235

Gross
Investment Holdings
1 2
Amount Percentage
.......... 1,153,235{.............. 10.580
AAAAAAAAAA 9,746,397|..............89.420
AAAAAAAA 10,899,632]............ 100.000




sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES
GENERAL

1.1 Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which is
an insurer?

1.2 If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing disclosure
substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model Insurance Holding
Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards and disclosure
requirements substantially similar to those required by such Act and regulations?

1.3 State Regulating?

2.1 Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?

2.2 If yes, date of change:
If not previously filed, furnish herewith a certified copy of the instrument as amended.

3.1 State as of what date the latest financial examination of the reporting entity was made or is being made.
3.2 State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity. This
date should be the date of the examined balance sheet and not the date the report was completed or released.
3.3 State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date).
3.4 By what department or departments?
Tennessee Department of Commercial Insurance

4.1 During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any
combination thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a
substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

4.11 sales of new business?
412 renewals?

4.2 During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
r?ceive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums)
of:

4.21 sales of new business?
4.22 renewals?

5.1 Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?
5.2 If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has
ceased to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Company Code State of Domicile

6.1 Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended or
revoked by any governmental entity during the reporting period? (You need not report an action either formal or informal, if a confidentiality
clause is part of the agreement)

6.2 If yes, give full information:

7.1 Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity?
7.2 Ifyes,
7.21 State the percentage of foreign control
7.22 State the nationality(s) of the foreign person(s) or entity(s); or if the entity is a mutual or reciprocal, the nationality of its manager or
attorney-in-fact and identify the type of entity(s) (e.g., individual, corporation, government, manager or attorney-in-fact)

1 2
Nationality Type of Entity

27

Yes[X] No[ ]

Yes[X] No[ ] N/A[ ]
Tennessee

Yes[ ] No[X]
Yes[ | No[X]

Yes[ ] No[X]
Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]
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GENERAL INTERROGATORIES (continued)

8. What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Emst & Young, LLP., Two Commerce Square, Suite 4000, 2001 Market Street, Philadelphia, Pennsylvania 19103-7096

9. What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with a(n) actuarial consulting
firm) of the individual providing the statement of actuarial opinion/certification?
Barbara V. Scheil, FSA, MAAA, Member of the American Academy of Actuaries, AON Consulting, Inc., Boulders VII, 7325 Beaufont Springs Drive, Suite 300, Richmond,
Virginia 23225

10. FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
10.1 What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

10.2 Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ ] No[ ] N/A[X]
10.3 Have there been any changes made to any of the trust indentures during the year? Yes[ ] No[ ] N/A[X]
10.4 If answer to (10.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ] No[ ] N/A[X]
BOARD OF DIRECTORS
11. Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee
thereof? Yes[X] No[ ]
12. Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees
thereof? Yes[X] No[ ]
13. Has the reporting entity an established procedure for disclosure to its board of directors or trustees of any material interest or affiliation on the
part of any of its officers, directors, trustees or responsible employees which is in or is likely to conflict with the official duties of such person? Yes[X] No[ ]
FINANCIAL
14.1 Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):
14.11 To directors or other officers S
14.12 To stockholders not officers S
14.13 Trustees, supreme or grand (Fraternal only) S
14.2 Total amount of loans outstanding at end of year (inclusive of Separate Accounts, exclusive of policy loans):
14.21 To directors or other officers S
14.22 To stockholders not officers S
14.23 Trustees, supreme or grand (Fraternal only) S
15.1 Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for such obligation
being reported in the statement? Yes[ ] No[X]
15.2 If yes, state the amount thereof at December 31 of the current year:
15.21 Rented from others S
15.22 Borrowed from others S
15.23 Leased from others S
15.24 Other S

Disclose in Notes to Financial the nature of each obligation.

16.1 Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty fund or guaranty

association assessments? Yes[ ] No[X]
16.2 If answer is yes:

16.21 Amount paid as losses or risk adjustment S

16.22 Amount paid as expenses S

16.23 Other amounts paid S
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GENERAL INTERROGATORIES (continued)

INVESTMENT
17. List the following capital stock information for the reporting entity:
1 2 3 4 5 6
Number of Number of Par Value Redemption Price Is Dividend Are Dividends
Class Shares Authorized | Shares Outstanding Per Share If Callable Rate Limited? Cumulative?
1. Preferred ............| o Yes[ ] No[ ] N/A[X] | Yes[]No[]N/A[X]
2. Common ............|........... 2,000.000............... 100.000 ... | XXX o] XXX o] XXX.......

18.1 Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control, in
the actual possession of the reporting entity on said date, except as shown by Schedule E - Part 2 - Special Deposits? Yes[X] No[ ]
18.2 If no, give full and complete information, relating thereto:

19.1 Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the

control of the reporting entity, except as shown on Schedule E - Part 2 - Special Deposits, or has the reporting entity sold or transferred any

assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 15.1). Yes[ ] No[X]
19.2 If yes, state the amount thereof at December 31 of the current year:

19.21 Loaned to others $
19.22 Subject to repurchase agreements $
19.23 Subject to reverse repurchase agreements $
19.24 Subject to dollar repurchase agreements $
19.25 Subject to reverse dollar repurchase agreements $
19.26 Pledged as collateral $
19.27 Placed under option agreements $
19.28 Letter stock or securities restricted as to sale $
19.29 Other $
19.3 For each category above, if any of these assets are held by other, identify by whom held:
1
19.32
19.33
19.34
19.35
19.36
19.37
19.38
19.39
For categories (19.21) and (19.23) above, and for any securities that were made available for use by another person during the period covered
by this statement, attach a schedule as shown in the instructions to the annual statement.
19.4 For category (19.28) provide the following:
1 2 3
Nature of Restriction Description Amount
20.1 Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No[X]
20.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] N/A[X]

If no, attach a description with this statement.

21.1 Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity? Yes[ ] No[X]
21.2 If yes, state the amount thereof at December 31 of the current year. $

22. Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity’s offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Part 1 - General, Section [V.H-Custodial or Safekeeping Agreements of the NAIC Financial
Condition Examiners Handbook? Yes[X] No[ ]
22.1 For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

1 2
Name of Custodian(s) Custodian’s Address
22.1001 |First Tennessee Bank National Association ............ Memphis, TN ...

29



sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

GENERAL INTERROGATORIES (continued)

INVESTMENT

22.02 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name,

location and a complete explanation:

2
Location(s)

3
Complete Explanation(s)

22.03 Have there been any changes, including name changes, in the custodian(s) identified in 22.01 during the current year? Yes[ ] No[X]
22.04 If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
22.05 Identify all investment advisers, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment accounts,
handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration
Depository Number(s) Name Address
23.1 Amount of payments to Trade Associations, Service Organizations and Statistical or Rating Bureaus, if any? S
23.2 List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to Trade
Associations, Service Organizations and Statistical or Rating Bureaus during the period covered by this statement.
1 2

Name Amount Paid
24.1 Amount of payments for legal expenses, if any? S
24.2 List the name of the firm and the amount paid if any such payments represented 25% or more of the total payments for legal expenses during

the period covered by this statement.
1 2

Name Amount Paid

25.1 Amount of payments for expenditures in connection with matters before legislative bodies, officers or department of government, if any? S 31,152

25.2 List the name of firm and the amount paid if any such payment represented 25% or more of the total payment expenditures in connection with
matters before legislative bodies officers or department of government during the period covered by this statement.

2
Amount Paid

Miller & Martin, LLP ... 31,152
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

1.1 Does the reporting entity have any direct Medicare Supplement Insurance in force? Yes[ ] No[X]
1.2 If yes, indicate premium earned on U.S. business only: S
1.3 What portion of ltem (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit? S
1.31 Reason for excluding:
1.4 Indicate amount of premium earned attributable to Canadian and/or Other Alien not included in Item (1.2) above. S
1.5 Indicate total incurred claims on all Medicare Supplement insurance. S
1.6 Individual policies - Most current three years:
1.61 Total premium eamed S
1.62 Total incurred claims S
1.63 Number of covered lives S
All years prior to most current three years:
1.64 Total premium earned S
1.65 Total incurred claims S
1.66 Number of covered lives S
1.7 Group policies - Most current three years:
1.71 Total premium earned S
1.72 Total incurred claims S
1.73 Number of covered lives S
All years prior to most current three years:
1.74 Total premium eamed S
1.75 Total incurred claims S
1.76 Number of covered lives S

2.1 Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be returned
when, as and if the earnings of the reporting entity permits? Yes[ ] No[X]
2.2 If yes, give particulars:

3.1 Have copies of all agreements stating the period and nature of hospitals’, physicians’, and dentists’ care offered to subscribers and departments

been filed with the appropriate regulatory agency? Yes[X] No[ ]
3.2 If not previously filed furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered? Yes[X] No[ |
4.1 Does the reporting entity have stop-loss reinsurance? Yes[X] No[ ]

4.2 If no, explain:

4.3 Maximum retained risk (see instructions):
4.31 Comprehensive Medical $
4.32 Medical Only $
4.33 Medicare Supplement $
4.34 Dental $
4.35 Other Limited Benefit Plan $
4.36 Other $

5. Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

Hold harmless agreements are included in all provider contracts.

6.1 Does the reporting entity set up its claim liability for provider services on a service data base? Yes[X] No[ ]
6.2 If no, give details:

7. Provide the following information regarding participating providers:
7.1 Number of providers at start of reporting year 728

7.2 Number of providers at end of reportingyear 1422
8.1 Does the reporting entity have business subject to premium rate guarantees? Yes[ ] No[X]
8.2 If yes, direct premium earned:

8.21 Business with rate guarantees between 15-36 months 0

8.22 Business with rate guarantees over 36 months 0
9.1 Does the reporting entity have Bonus/Withhold Arrangements in its provider contracts? Yes[ ] No[X]
9.2 Ifyes:
9.21 Maximum amount payable bonuses $
9.22 Amount actually paid for year bonuses $
9.23 Maximum amount payable withholds $
9.24 Amount actually paid for year withholds $

10. List service areas in which reporting entity is licensed to operate:

1
Name of Service Area

Western Region - TeNNESSee ..o
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sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

FIVE-YEAR HISTORICAL DATA

1
2002

2
2001

BALANCE SHEET ITEMS (Pages 2 and 3)

1. Total admitted assets (Page 2, Line 23)
2. Total liabilities (Page 3, Line 18)
3. Statutory surplus
4. Total capital and surplus (Page 3, Line 26)
INCOME STATEMENT ITEMS (Page 4)

RISK-BASED CAPITAL ANALYSIS
12. Total adjusted capital
13. Authorized control level risk-based capital
ENROLLMENT (Exhibit 2)

14.
15. Total members months (Column 6, Line 7)
OPERATING PERCENTAGE (Page 4)

5. Total revenues (LiN€ 7) .........ccccooonnnn
6. Total medical and hospital expenses (Line
7. Total administrative expenses (Line 19) ...
8. Net underwriting gain (loss) (Line 22) ......
9. Net investment gain (loss) (Line 25) ........
10. Total other income (Lines 26 plus 27) ......
11. Net income or (loss) (Line 30) ...............

Total members at end of period (Column 5,

17)

Line 7)

(Item divided by Page 4, sum of Lines 2, 3 and 5)

16. Premiums earned (Lines 2 plus 3) ..........

17. Total medical and hospital (Line 17) ........

18. Total underwriting deductions (Line 21) ....

19. Total underwriting gain (loss) (Line 22) ...

UNPAID CLAIMS ANALYSIS

(U&l Exhibit, Part 2B)

20. Total claims incurred for prior years (Line 11, Col. 5)

21. Estimated liability of unpaid claims-[prior year (Line 11, Col. 6)] ..

11,568,273
8,046,712

38,264,598
32,395,363

4,363,782
582,990
310,445

3,521,561
1,745,623

13,189,748
13,189,748

18,755,020
15,611,817

205,916
(16,000)
172,254

3,143,203
1,857,172
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sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

FIVE-YEAR HISTORICAL DATA (Continued)

26.
27.
28.

INVESTMENTS IN PARENT, SUBSIDIARIES AND AFFILLIATES
22.
23.
24.
25.

Affiliated bonds (Sch. D Summary, Line 25, Col. 1) .................
Affiliated preferred stocks (Sch. D Summary, Line 39, Col. 1) ...
Affiliated common stocks (Sch. D Summary, Line 53, Col. 2) ...
Affiliated short-term investments (subtotal included in Sch. DA,

Part2, Col. 5, Line 11) ...
Affiliated mortgage loans on real estate ...............................
All other affiliated ...
Total of above Lines 221027 ...
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staTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc
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11139200243058
EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION
REPORT FOR: 1. CORPORATION: Better Health Plans, Inc. 2. DIVISION:
NAIC Group Code 2718 BUSINESS IN THE STATE OF GRAND TOTAL DURING THE YEAR NAIC Company Code 11139
1 Comprehensive (Hospital & Medical) 4 5 6 7 8 9 10
2 3 Federal
Employees
Medicare Vision Dental Health Benefit Title XVIII Title XIX
Total Individual Group Supplement Only Only Plan Medicare Medicaid Other
Total Members at end of:
1. PriorYear ... 40910 | oo e e e e 40910 ..................
2. FirstQuarter ... ... 43,033 e e e e 43,033 ...
3. Second Quarter ... 44696 | ... e e e e 44696 |..................
4. ThirdQuarter ... e e e e e
5. CurrentYear ... e e e e e e e
6. Current Year MemberMonths ... 260,890 ... e e e 260,890 ..................
Total Member Ambulatory Encounters for Year:
7. Physician ... [ 220,864 ... i e e e e e [ 220,864 |........oeinnn
8. Non-Physician ... [ 46,292 (... e e e 46292 (..................
9. Total .o 267,156 | ... | e e 267,156 (...
10. Hospital Patient Days Incurred ........................ccc o 15517 | ..o e e 15517 ...
11. Number of Inpatient Admissions ............................ooo | 2983 .. e [ 2983,
12. Premiums Collected ... 39,298,814 ... 39,298,814 |..................
13. Premiums Earned .................. 38,461,865 | ........coooove o 38,461,865 (..................
14. Amount Paid for Provision of Health Care Services .................|..... 38,620,901 ... e 38,620,901 |..................
15. Amount of Incurred for Provision of Health Care Services ..........|..... 32,656,082 (... e 32,656,082 (..................

Document Code: 4




staTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc
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11139200243043
EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION
REPORT FOR: 1. CORPORATION: Better Health Plans, Inc. 2. DIVISION:
NAIC Group Code 2718 BUSINESS IN THE STATE OF TENNESSEE DURING THE YEAR NAIC Company Code 11139
1 Comprehensive (Hospital & Medical) 4 5 6 7 8 9 10
2 3 Federal
Employees
Medicare Vision Dental Health Benefit Title XVIII Title XIX
Total Individual Group Supplement Only Only Plan Medicare Medicaid Other
Total Members at end of:
1. PriorYear ... 40910 | oo e e e e 40910 ..................
2. FirstQuarter ... ... 43,033 e e e e 43,033 ...
3. Second Quarter ... 44696 | ... e e e e 44696 |..................
4. ThirdQuarter ... e e e e e
5. CurrentYear ... e e e e e e e
6. Current Year MemberMonths ... 260,890 ... e e e 260,890 ..................
Total Member Ambulatory Encounters for Year:
7. Physician ... [ 220,864 ... i e e e e e [ 220,864 |........oeinnn
8. Non-Physician ... [ 46,292 (... e e e 46292 (..................
9. Total .o 267,156 | ... | e e 267,156 (...
10. Hospital Patient Days Incurred ........................ccc o 15517 | ..o e e 15517 ...
11. Number of Inpatient Admissions ............................ooo | 2983 .. e [ 2983,
12. Premiums Collected ... 39,298,814 ... 39,298,814 |..................
13. Premiums Earned .................. 38,461,865 | ........coooove o 38,461,865 (..................
14. Amount Paid for Provision of Health Care Services .................|..... 38,620,901 ... e 38,620,901 |..................
15. Amount of Incurred for Provision of Health Care Services ..........|..... 32,656,082 (... e 32,656,082 (..................

Document Code: 4




sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

SCHEDULE A - VERIFICATION BETWEEN YEARS

1. Book/adjusted carrying value, December 31, prior year (prior year statement) ... |
2. Increase (decrease) by adjustment:
2.1 Totals, Part 1, Column 10 ...
2.2 Totals, Part 3, ColUMN 7 ...
3. Cost of acquired, (Totals, Part 2, Column 6, net of encumbrances (Column 7) and net of additions and permanent
improvements (COlUMN 9)) ...
4. Cost of additions and permanent improvements:
4.1 Totals, Part 1, Column 13 ... oo
42 Totals,Part3,Column9 ... m e B B mmmm e
5. Total profit (loss) on sales, Part 3, Column 14 ... N O N E ..........................................................

6. Increase (decrease) by foreign exchange adjustme!

6.1 Totals, Part 1, Column 11 oo

6.2 Totals, Part 3, ColumNn 8 ...
7. Amounts received on sales, Part 3, Column 11 and Part 1, Column 12 ...
8. Book/adjusted carrying value at the end of current period ...................cccooviiiiii
9. Total valuation allOWaANCE ......... ..o e L
10.  Subtotal (LiINeS 8 PIUS ) ... .o
11, Total nonadmitted amounts ...................
12.  Statement value, current period (Page 2, real estate lines, currentperiod) ...

SCHEDULE B - VERIFICATION BETWEEN YEARS

1. Book value/recorded investment excluding accrued interest of mortgages owned, December 31 of prioryear ... [............c.ooo

2. Amount loaned during year:
2.1 Actual cost at time of aCqQUISIIONS ...

2.2 Additional investment made after acquisitions

3. Accrual of discount and mortgage interest points and commitmentfees ...................oooo
4, Increase (decrease) by adjustment ... L
5. Totalprofit(loss)onsale ... m M 4 B B M | L
6.  Amounts paid on account or in full during the year . N O N E ...........................................................
7. Amortizationof premium ...
8. Increase (decrease) by foreign exchange adjustment ...
9.  Book value/recorded investment excluding accrued interest on mortgages owned at end of current period .............| ...
10.  Total valuation @llowanCe ...
11, Subtotal (LiINeS I PIUS 10) ..o
12. Total nonadmitted amOUNTS ... [
13.  Statement value of mortgages owned at end of current period ... |

SCHEDULE BA - VERIFICATION BETWEEN YEARS

1. Book/adjusted carrying value of long-term invested assets owned, December 31 of prior year
2. Cost of acquisitions during year:

2.1 Actual cost at time of acqUISIIONS ...

2.2 Additional investment made after acquisitions .........................ooo
3. ACCTUAl OF dISCOUNT ... |
4. Increase (decrease) by adjUSIMENt ... [
5. Totalprofit(loss)onsale .............cccccoo o e M . B B M | [
6.  Amounts paid on account or in full during the year . N O N E ...........................................................
7. Amortizationof premium ...
8. Increase (decrease) by foreign exchange adjustment ...
9.  Book/adjusted carrying value of long-term invested assets at end of current period .....................ooo
10.  Total valuation @llOWaANCE ............ ... [
11, Subtotal (LINES I PIUS 10) ... [
12. Total nonadmitted amounts ...................o
13.  Statement value of long-term invested assets at end of current period ...
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sTaTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

SCHEDULE D - SUMMARY BY COUNTRY

Long-term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Fair Value Par Value of
Description Carrying Value (a) Actual Cost Bonds
BONDS 1. United States .................. ... 1,153,235 |........... 1,153,235|........... 1,169,125 |........... 1,100,000
Governments (Including all obligations 2. Canada ... | e e
guaranteed by governments) 3. Other Countries ...........coooo | oo | |
4. Totals ..o [ 1,153,235|........... 1,153,235 |........... 1,169,125 |........... 1,100,000
5. United States ...........ooooos [ [ e
States, Territories and Possessions 6. Canada ........ooooooioioi e
(Direct and Guaranteed) 7. Other Countries ...........coooo | oo | |
8. Totals ... e [
Political Subdivisions of States, 9. United States ... oo
Territories and Possessions 10, Canada ..........ooooooooi [ L e
(Direct and Guaranteed) 11, OtherCountries ............... [ [
12, Totals ... o [
Special revenue and special assessment obligations 13. United States ............oo oo [ e
and all non-guaranteed obligations of agencies and 14, Canada ............oooooo [ e e
authorities of governments and their political 15, OtherCountries ............... [ [
subdivisions 16, Totals ..............coooco oo [
17. United States ............oo [ [ e
Public Utilities 18, Canada ............ooooi [ e e
(unaffiliated) 19.  OtherCountries ............... [ [
20, Totals ... e
21, UnitedStates ............ooooo oo [ e
Industrial and Miscellaneous and 22, Canada...........ocooooooii i e e
Credit Tenant Loans (unaffiliated) 23.  OtherCountries .............o. oo oo [
24, Totals ... s | |
Parent, Subsidiaries and Affiliates 25, Totals ... e e
26. TotalBonds....................|........... 1,153,235|........... 1,153,235|........... 1,169,125|........... 1,100,000
PREFERRED STOCKS 27.  UnitedStates ..........oooooo oo [ [
28. Canada.............ooooooiiii i [
Public Utilities (unaffiliated) 29.  OtherCountries ............... | oo |
30. Totals ...
31, UnitedStates ..........oooooo | |
Banks, Trust and Insurance Companies 32. Canada.............o.oooooooi e
(unaffiliated) 33.  OtherCountries ............oco | oo |
34, Totals ...l
35, UnitedStates ...........ooooo | oo |
Industrial and Miscellaneous 36. Canada.............oooociiiiii i |
(unaffiliated) 37.  OtherCountries ............ooo | |
38. Totals ...
Parent, Subsidiaries and Affiliates 39, Totals ...
40.  Total Preferred Stocks ... |.......cocooooi o [
COMMON STOCKS 41, UnitedStates ............ooooo oo [
42, Canada ...........oocooooiii e e
Public Utilities (unaffiliated) 43, OtherCountries .............o. oo oo
44,  Totals ... | | |
45, UnitedStates ..............ooo oo [
Banks, Trust and Insurance Companies 46, Canada...............oooco e e
(unaffiliated) 47, OtherCountries .............o. oo oo
48.  Totals ...
49.  UnitedStates ...............ooo oo [
Industrial and Miscellaneous 50.  Canada ..............coooiiiii i |
(unaffiliated) 51. OtherCountries ..............o | oo |
52, Totals ...
Parent, Subsidiaries and Affiliates 53, Totals ...
54, Total Common Stocks ........ |...........coocooi |
55.  Total Stocks .................o. | |
56.  Total Bonds and Stocks .......[........... 1,153,235 |........... 1,153,235|........... 1,169,125
(a) The aggregate value of bonds which are valued at other than actual fair value is $.................
SCHEDULE D - Verification Between Years
1. Book/adjusted carrying value of bonds and stocks, prior year. 900,000 6. Foreign Exchange Adjustment
2. Cost of bonds and stocks acquired, Column 6, Part3........... 1,169,125 6.1 Column17,Part1.......................
3. Increase (decrease) by adjustment: 6.2 Column 13, Part 2, Section1..........
3.1 Column 16, Part1....................... (15,890) 6.3 Column 11, Part 2, Section2...........
3.2 Column 12, Part 2, Section1.......... 6.4 Column 11, Partd......................
3.3 Column 10, Part 2, Section2.......... 7. Book/adjusted carrying value at end of current period........... 1,153,235
3.4 Column 10, Partd....................... (15,890) 8. Total valuation allowance....................coocooviiiiiiii,
4. Total gain (loss), Column 14, Part4................................ 9. Subtotal (Lines 7 plus 8)..............ccoooiiiii 1,153,235
5. Deduct consideration for bonds and stocks disposed of 10. Total nonadmitted assets.........................ocoooi.
Column B, Part 4. ... 900,000 11. Statement value of bonds and stocks, current period.......... 1,153,235
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SCHEDULE D - PART 1A - SECTION 1

Quality and Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values by Major Types of Issues and NAIC Designations

Quality Rating Per the
NAIC Designation

1
1 Year
or
Less

2
Over 1 Year
Through
5 Years

3
Over 5 Years
Through
10 Years

4
Over 10 Years
Through
20 Years

5

Over
20 Years

6

Total
Current Year

7
Column 6
as a % of
Line 10.7

8
Total
From Column 6
Prior Year

9
% From
Column 7
Prior Year

10
Total
Publicly
Traded

11
Total
Privately
Placed (a)

U.S. GOVERNMENTS, SCHEDULES D & DA (Group 1)

11 Class T .o
1.2 ClaSS 2 ..o
1.3 ClaSS 3 ..o
14 ClasS 4 ... o
15 ClasS 5 ..o
16 Class b ...
1.7 TOTALS L.

ALL OTHER GOVERNMENTS, SCHEDULES D & DA (Group 2)

210 Class T ..
22 ClaSS2 ..o
2.3 ClasS 3 ..o
24 Classd ...
25 ClasS 5 ..
2.6 ClasS B . ..o
27 TOTALS .o

STATES, TERRITORIES AND POSSESSIONS ETC., GUARANTEED,
SCHEDULES D & DA (Group 3)

B ClasS 1 oo
B2 ClaSS 2 ...
3.3 ClaSS 3 o
B4 ClaSS 4 .
3.5 ClaSS 5 ..
36 ClasS B .. ..o
3.7 TOTALS ..o

POLITICAL SUBDIVISIONS OF STATES, TERRITORIES &

POSSESSIONS, GUARANTEED, SCHEDULES D & DA (Group 4)

41 ClasS 1 .
42 Class 2 ..o
43 Class 3 ..o
44 ClasSd ...
45 ClaSS 5 ..o
46 Class b ...
47 TOTALS .

SPECIAL REVENUE & SPECIAL ASSESSMENT OBLIGATIONS ETC.,
NON-GUARANTEED, SCHEDULES D & DA (Group 5)

5. CIaSS 1 o
5.2 ClaSS 2 ...
5.3 ClasS 3 ..o
5.4 ClasSd ..o
5.5 ClaSS 5 o
5.6 ClaSS B ...
5.7 TOTALS ... o
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Quality and Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carryin

SCHEDULE D - PART 1A - SECTION 1 (continued)

Values by Major Types of Issues and NAIC Designations

Quality Rating Per the
NAIC Designation

1
1 Year
or
Less

2
Over 1 Year
Through
5 Years

3
Over 5 Years
Through
10 Years

4
Over 10 Years
Through
20 Years

5

Over
20 Years

6

Total
Current Year

7
Column 6
as a % of
Line 10.7

8
Total
From Column 6
Prior Year

9
% From
Column 7
Prior Year

10
Total
Publicly
Traded

11
Total
Privately
Placed (a)

PUBLIC UTILITIES (UNAFFILIATED), SCHEDULES
D & DA (Group 6)

6.1
6.2
6.3
6.4
6.5
6.6
6.7

Class 1 ...

Class 3
Class 4
Class 5
Class 6
TOTALS ...

INDUSTRIAL & MISCELLANEOUS
(UNAFFILIATED), SCHEDULES D & DA (Group 7)

71
7.2
7.3
74
7.5
7.6
7.7

Class 1

Class 6 ..o
TOTALS ...

CREDIT TENANT LOANS, SCHEDULES D & DA
(Group 8)

8.1
8.2
8.3
8.4
8.5
8.6
8.7

Class 1 .. ...

PARENT, SUBSIDIARIES AND AFFILIATES,
SCHEDULES D & DA (Group 9)

9.1
9.2
9.3
9.4
9.5
9.6
9.7

Class 1
Class 2
Class 3




staTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

SCHEDULE D - PART 1A - SECTION 1 (continued)

Quality and Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values By Major Types of Issues and NAIC Designations

1 2 3 4 5 6 7 8 9 10 11
1 Year Over 1 Year | Over5 Years | Over 10 Years Column 6 Total % From Total Total
Quality Rating Per the or Through Through Through Over Total asa%of |FromColumn6| Column7 Publicly Privately
NAIC Designation Less 5 Years 10 Years 20 Years 20 Years Current Year Line 10.7 Prior Year Prior Year Traded Placed (a)
10. TOTAL BONDS CURRENT YEAR
101 Classt .o [ 1,153,235 | .o e 1,153,235|.......... 100.00]..... XXX ... XXX .o 1,153,235 ...
102 Class2 ... L [ [ e e e L XXX XXX [ [
103 Class3 ..o L L [ e e e L XXX XXX [ [
104 Class4 ..o L e e e e e e XXX .| XXX ol
105 Classh ..o L e e (€)oo [ XXX ... XXX o
106 Class6........ooooveeovniiviiii o Lo Lo L (€)eeveee [ XXX ... XXX ool [
107 TOTALS ..o L [ 1,153,235 | ..o [ [ (b).... 1,153,235 .......... 100.00..... XXX XXX 1,153,235 | ...,
10.8 Line10.7asa%ofColumn®6 ...................... | 100.00 (... [ 100.00..... XXX .| XXX ... XXX .o 100.00(..................
11. TOTAL BONDS PRIOR YEAR
111 Classt .o L [ 900,000 [ ...ovvvevieiee | | XXX XXX 900,000{.......... 100.00......... 900,000 |.......ovevvnn.
112 Class2 ... L L [ e e XXX XXXl o e [
113 Class3 ..o L L e e e XXX XXX o e e
114 Class4 ... o e e e e XXX XXX o e e
115 Class5 .o e L e e XXX o] XXX ... (©) e e e
116 Class6........oooooveiviiieii o Lo Lo L e XXX .. |..... XXX..... (€)oo L L [
117 TOTALS ..o e 900,000 | ....ovviei | e XXX XXX..... (b)...... 900,000 .......... 100.00(......... 900,000 (..o,
11.8  Line11.7asa%of Col.8 ......................... | 100.00 (... [ XXX ... XXX 100.00..... XXX .o 100.00(..................
w 12. TOTAL PUBLICLY TRADED BONDS
© 121 Class 1 ..o L [ 1,153,235 | ..o [ L [ 1,153,235 |.......... 100.00......... 900,000{.......... 100.00....... 1,153,235 ..... XXX.....
122 Class2 ..o | [ e [ e [ e [ e e XXX ...
123 Class3 .o | [ e [ e [ e [ L [ XXX ...
124 Class4 ... L L e e e e L L e e XXX.....
125 Class5 ..o L L e e e e L L e XXX.....
126 ClassB .....ooooovvvviiiiiin L L L Lo L L L L L L XXX ...
127 TOTALS ... 1,153,235 | oo e 1,153,235|.......... 100.00(......... 900,000 .......... 100.00(....... 1,153,235 ... .. XXX.....
128 Line127asa%of Col.6 ..........ocooovveviiini [ [, 100.00 .o [ L 100.00{..... XXX XXX | XXX 100.00..... XXX.....
129  Line 12.7 as a % of Line 10.7, Col. 6, Section 10 . |.................. [.......... 100.00 ..o o L 100.00{..... XXX ... |.... XXX ... XXX 100.00{..... XXX.....
13. TOTAL PRIVATELY PLACED BONDS
131 Classt .o e L e L e [ e [ e XXX
132 Class2 ... L L L e e e L e e XXX o[
133 Class3 ... L L L e e e e e e XXX oo
134 Classd ..o e L e L e [ e [ e XXX
135 Classb ..o e L e L e [ e [ e XXX
136 Classb6........oooooeveveioiiie L Lo Lo e e e L L XXX oo
137  TOTALS ..o L [ L e e e e e e XXX oo
138  Line137asa%of Col.6 .......ooooevvivn | [ [ L e [ XXX .| XXX .o ] XXX .o ] XXX
13.9 Line13.7asa % of Line 10.7,Col. 6, Section 10 . | ..............o.o. | oo Lo XXX ... |..... XXX . ... |..... XXX . ... ... XXX .o
(a) Includes §................ freely tradable under SEC Rule 144 or qualified for resale under SEC Rule 144A.
(b) Includes §$................ current year, $................ prior year of bonds with Z designations and $................ current year, $................ prior year of bonds with Z* designations. The letter "Z" means the NAIC designation was not assigned by the Securities Valuation Office (SVO) at the
date of the statement. "Z*" means the SVO could not evaluate the obligation because valuation procedures for the security class is under regulatory review.
(c) Includes §................ current year, $........cooe.... prior year of bonds with 5* designations and §................ current year, $........ooe.... prior year of bonds with 6* designations. "5*" means the NAIC designation was assigned by the SVO in reliance on the insurer's certification that the

issuer is current in all principal and interest payments. "6*" means the NAIC designation was assigned by the SVO due to inadequate certification of principal and interest payments.
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SCHEDULE D - PART 1A - SECTION 2

Maturity Distribution of All Bonds Owned December 31, At Book/A

pe of Issues

Distribution by Type

1
1 Year
or
Less

2
Over 1 Year
Through
5 Years

3

Over 5 Years
Through
10 Years

Over 10 Years
Through
20 Years

Over
20 Years

djusted Carrying Values by Major Types of and subty]
4 5

6

Total
Current Year

7
Column 6
as a % of
Line 10.7

8
Total
From Column 6
Prior Year

9
% From
Column7
Prior Year

10
Total
Publicly
Traded

11
Total
Privately
Placed

1. U.S. GOVERNMENTS, SCHEDULES D & DA (Group 1)
1.1 18SUer OblGations ... ..o
1.2 Single Class Mortgage-Backed/Asset-Backed Bonds ...................coooiiiiiiiiiiii,
1.7 TOTALS e

2. ALL OTHER GOVERNMENTS, SCHEDULES D & DA (Group 2)

2.1 1sSUEr OBlIgations . ... ...

2.2 Single Class Mortgage-Backed/Asset-Backed Bonds .....................coooi,
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

2.3 DefiNed ...

24 OHNr L
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

25 DEfiNEd ...

2.8 OHNr

2.7 TOTALS Lo

3. STATES, TERRITORIES AND POSSESSIONS, GUARANTEED, SCHEDULES D & DA (Group 3)
3.1 IsSUer OblIgations ... ... v
3.2 Single Class Mortgage-Backed/Asset-Backed Bonds .....................ocoii
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
3.3 DEfiNBd ..o
B DY
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:
3.5 DEfiNBd ..
B8 ONer L
3.7 TOTALS

4. POLITICAL SUBDIVISIONS OF STATES, TERRITORIES & POSSESSIONS, GUARANTEED,
SCHEDULES D & DA (Group 4)
4.1 1ssuer OblGations ..o
4.2  Single Class Mortgage-Backed/Asset-Backed Bonds ..................ooooin,
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
4.3 DefiNed ...
A4 O NET o
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:
45 DefiNed ...
4.8 O NET
4.7 TOTALS o

5. SPECIAL REVENUE & SPECIAL ASSESSMENT OBLIGATIONS ETC., NON-GUAR., SCH. D & DA
(Group 5)
5.1 Issuer Obligations ... ..o
5.2 Single Class Mortgage-Backed/Asset-Backed Bonds ...
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
5.3 DEfiNed ..o
B ONBr L
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:
5.5 DEfiNEd .. o
BB ONer L
5.7 TOTALS
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Maturity Distribution of All Bonds Owned December 31, At Book/Adjusted Carrying Values by

SCHEDULE D - PART 1A - SECTION 2 (continued)

Major Types of and subtype of Issues

Distribution by Type

1
1 Year
or
Less

2
Over 1 Year
Through
5 Years

3
Over 5 Years
Through
10 Years

4
Over 10 Years
Through
20 Years

5

Over
20 Years

6

Total
Current Year

7
Column 6
as a % of
Line 10.7

8
Total
From Column 6
Prior Year

9
% From
Column 7
Prior Year

10
Total
Publicly
Traded

11
Total
Privately
Placed

6.  PUBLIC UTILITIES (UNAFFILIATED), SCHEDULES D & DA (Group 6)
6.1 Issuer Obligations ............cooviviiiie
6.2 Single Class Mortgage-Backed/Asset-Backed Bonds .....................
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
6.3 Defined ...
B4  OINer .
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED
SECURITIES:
6.5 Defined ... ..o
8.6 OtNer . .
6.7 TOTALS oo

7. INDUSTRIAL & MISCELLANEOUS (UNAFFILIATED), SCHEDULES D & DA
(Group 7)
7.1 Issuer Obligations ..............oooiiiiiii
7.2 Single Class Mortgage-Backed/Asset-Backed Bonds .....................
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
7.3 Defined ...

MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED
SECURITIES:
7.5 Defined ...

7.7 TOTALS Lo

8. CREDIT TENANT LOANS, SCHEDULES D & DA (Group 8)
8.1 Issuer Obligations ...............ccooiiiiiiii
8.7 TOTALS o

9. PARENT, SUBSIDIARIES AND AFFILIATES, SCHEDULES D & DA (Group
9)
9.1 Issuer Obligations ...............coviiiiii
9.2 Single Class Mortgage-Backed/Asset-Backed Bonds .....................
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
9.3 Defined ... ...

MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED
SECURITIES:
9.5 Defined .. ...
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SCHEDULE D - PART 1A - SECTION 2 (continued)

Maturity Distribution of All Bonds Owned December 31, At Book/Adjusted Carrying Values by Major Types of and subtype of Issues
1 2 3 4 5 6 7 8 9 10 11
1 Year Over 1 Year | Over5 Years | Over 10 Years Column 6 Total % From Total Total
or Through Through Through Over Total asa%of |FromColumn6| Column7 Publicly Privately
Distribution by Type Less 5 Years 10 Years 20 Years 20 Years Current Year Line 10.7 Prior Year Prior Year Traded Placed

10. TOTAL BONDS CURRENT YEAR

101 Issuer Obligations ..............ooooioiieiiiee e 1,153,285 | oo e 1,153,235 |.......... 100.00|..... XXX .| XXX .| 1,153,235 ...

10.2  Single Class Mortgage-Backed/Asset-Backed Bonds ................coooooiiiiiiiiiinini [ [ L L L e [ XXX o] XXX o
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

103 Defined ... e e e e e e e XXX XXX oo

104 Other ... e e e L L e [ XXX XXX o
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

105 Defined ... e e e e e e [ XXX XXX o

106 Other ..o e e e XXX ... XXX oo

10.7 TOTALS e | 1,153,235 | oo e [ 1,153,235 |.......... 100.00|..... XXX XXX o] 1,153,235 | ...

108 Line10.7@88% 0f COUMN 6 ...............coooiiiiiiiiiiiiiiiiiiiii e 100.00 | ... | 100.00|..... XXX ... |.... XXX ... |.... XXX .| 100.00|..................
11.  TOTAL BONDS PRIOR YEAR

111 Issuer Obligations .............ooooiiiioiee e e 900,000 |....ooooooeeeeeees e e | XXX .| XXX oo 900,000 .......... 100.00|......... 900,000 |..................

11.2  Single Class Mortgage-Backed/Asset-Backed Bonds .................oocooiiiiiiiiinii [ [ L e [ XXX o] XXX o e L
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

11.3 0 Defined ... e e e e e XXX XXX e [

114 Other ..o e e e e e XXX XXX e [
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

115 Defined ... e e L e e XXX XXX e [

116 Other oo e XXX ... XXX

1.7 TOTALS e e 900,000 [ ..o e [ XXX XXX 900,000 .......... 100.00|......... 900,000 |.......oevevnennns

118 Line11.7@8a% 0f COUMN 8 ... e 100.00 ... | XXX ... XXX 100.00|..... XXX 100.00|..................
12.  TOTAL PUBLICLY TRADED BONDS

12,1 Issuer Obligations .............ooooiiiiiiei e e 1,153,285 | oo e 1,153,235 |.......... 100.00|......... 900,000 .......... 100.00|....... 1,153,235 ... XXX ...

122 Single Class Mortgage-Backed/Asset-Backed Bonds .................ocooiiiiiiiiii [ Lo e L e L e L e e XXX ...
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

123 Defined ... e L e e e e e e e e XXX.....

124 Other ..o e e e e e e e e e e XXX.....
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

125 Defined ... e L e L e e e L e e XXX.....

126 Other ..o e e e e XXX ...

12.7 TOTALS e | 1,153,235 | oo e [ 1,153,235 |.......... 100.00|......... 900,000 .......... 100.00|....... 1,153,235 ..... XXX....

128 Line12.7888% 0f COIUMN B ... e 100.00 | ..o | e 100.00|..... XXX .| XXX .| XXX 100.00|..... XXX ...

12.9  Line 12.7 as a % of Line 10.7, Column 6, Section 10 .....................cooon o 100.00 | ..o o 100.00|..... XXX ... XXX ... XXX o] 100.00|..... XXX ...
13. TOTAL PRIVATELY PLACED BONDS

13,1 Issuer Obligations ..o e L e L L e e e e XXX oo

13.2  Single Class Mortgage-Backed/Asset-Backed Bonds ................cooooviiiiiiiiiiiiins [ Lo L L L [ L e e XXX
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

1833 Defined ... e e e e e e e e XXX |

134 Other ... e L e L L e e e e XXX o
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

1835 Defined ... e e e e e e e e XXX |

13.6  Other ... e e e e XXX

13.7 TOTALS .. e e e e e e e e XXX |

13.8  Line13.7asa% of Column 6 ...........oooiiiiiiiiii e L e e e L XXX oo XXX ] XXX o] XXX oo

13.9  Line13.7asa % of Line 10.7, Column 6, Section 10 ... e o e e e XXX oo o XXX XXX ... |..... XXX .o
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43

44

44

45

45

45

46

47

48

Schedule DAPart2-........c.ccvviiiiiiiii ittt i NONE
Schedule DB Part A Verification-.............ccooiiiiiiiii it NONE
Schedule DB Part B Verification-...............ccoviiiiiiii it NONE
Schedule DB Part C Verification-.............cccoiiiiiiiii et NONE
Schedule DB Part D Verification-.............ccoiiiiiiiii s NONE
Schedule DB Part E Verification-...............ccooiiiiiiii it NONE
Schedule DB Part F Sn 1 - Sum Replicated Assets-.................oune. NONE
Schedule DB Part F Sn 2 - Recon Replicated Assets-..................... NONE
Schedule S-Part1-Section2-...........ccvvvi it NONE

43, 44, 45, 46, 47, 48
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SCHEDULE S - PART 2

Reinsurance Recoverable on Paid and Unpaid Losses Listed by

Reinsuring Company as of December 31, Current Year
4

1 2 3 5 6 7

NAIC Federal
Company ID Effective

Code Number Date Name of Company Location Paid Losses | Unpaid Losses
Accident and Health, Non-Affiliates
90611 ....|41-1366075 ... | 07/01/2001 | Allianz Life Ins Co Of North Amer ........... Minneapolis, MN ............................... ... 11,607 ...
0599999 Total - Accident and Health, Non-Affiliates ... 11,607 |...................
0699999 Totals - Accident and Health ... 11,607 |...................
0799999 Totals - Life, Annuity and Accidentand Health ... 11,607 ...

49
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0S

SCHEDULE S - PART 3 - SECTION 2

Reinsurance Ceded Accident and Health Insurance Listed by Reinsuring Company as of December 31, Current Year

1 2 3 4 5 6 7 8 9 Outstanding Surplus Relief 12 13
Reserve 10 11
Credit Taken Funds

NAIC Federal Uneamed | Other than for Modified Withheld
Company ID Effective Premiums Unearned Current Prior Coinsurance Under

Code Number Date Name of Company Location Type Premiums (estimated) Premiums Year Year Reserve Coinsurance
Non-Affiliates
90611 ...|41-1366075 ... | 07/01/2001 |Allianz Life Insurance Company of North America ..... Minneapolis, MN ........................................... SSLL......|........ 197,267 | oo e e
0299999 Total = NON-AFFIIIEIES ... ... e e e e ettt | 197,267 ..o L L L L [
0899999 TOAIS . ... ...t e et | 197,267 ..o L Lo L Lo [
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IS

SCHEDULE S - PART 4

Reinsurance Ceded To Unauthorized Companies

1

NAIC
Company
Code

2

Federal
D
Number

Effective
Date

Name of Reinsurer

5

Reserve
Credit
Taken

6
Paid and
Unpaid Losses
Recoverable
(Debit)

7

Other
Debits

8

Totals
(Cols. 5
+6+7)

Letters of
Credit

10

Trust
Agreements

11
Funds
Deposited by and
Withheld
from Reinsurers

12

Other

13

Miscellaneous
Balances
(Credit)

14
Sum of Cols.
9+10+11+12+13
But Not in
Excess of Col. 8

1199999 Totals (General Account and Separate Accounts combined)
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SCHEDULE S - PART 5

Five-Year Exhibit of Reinsurance Ceded Business

12.
13.
14.
15.

A. OPERATIONS ITEMS

1. Premiums ..o
2. Title XVIIl-Medicare ..............ccoooooii
3. Title XIX - Medicaid ...
4, Commissions and reinsurance expense allowance .................
5. Total medical and hospital eXpenses ..................................
B. BALANCE SHEET ITEMS

6. Premiums receivable ...
7. Claims payable ...
8. Reinsurance recoverable on paid 10SSes .....................ooooo
9. Experience rating refunds due or unpaid ..............................
10. Commissions and reinsurance expense allowances unpaid .......
11. Unauthorized reinsurance offset ...

C. UNAUTHORIZED REINSURANCE
(DEPOSITS BY AND FUNDS WITHHELD FROM)

Funds deposited by and withheld from (F)
Letters of credit (L) ...
Trustagreements (T) ...
Other (O)

(000 Omitted)
1 2
2002 2001
o AT | 184
e 2|

52
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SCHEDULE S - PART 6

Restatement of Balance Sheet to Identify Net Credit For Ceded Reinsurance

53

1 2 3

As Reported Restatement Restated

(net of ceded) Adjustments | (gross of ceded)
ASSETS (Page 2, Col. 3)
1. Cash and invested assets (Line 9) ... 10,899,632(..................... ... 10,899,632
2. Amounts recoverable from reinsurers (Line 12) ... 11,607 |.......... (11,607) | ...
3. Accident and health premiums due and unpaid (Line 10) ...................ooooo | 14952 (... 14,952
4. Net credit for ceded reinSUrance ... XXX oo 11,607 (............ 11,607
5. All other admitted assets (Balance) ... 642,082 ... 642,082
6. Total assets (LiNe 23) ... 11,568,273 | ..o | 11,568,273
LIABILITIES, CAPITAL AND SURPLUS (Page 3)
7. Claims unpaid (Line 1) ... 7224929 ... 7,224,929
8. Accrued medical incentive pool and bonus payments (LiN@ 2) ................ccocoooiiiiiii [ | [
9. Premiums received in advance (Line 6) ... 291,006 (... | 291,006
10. Reinsurance in unauthorized companies (Line 14) ... [ e
11. All other liabilities (Balance) ... 530,777 | ... 530,777
12, Total liabilities (Line 18) ... 8,046,712 ... | 8,046,712
13. Total capital and surplus (LIN€ 26) ... 3,521,561]...... XXX | 3,521,561
14. Total liabilities, capital and surplus (Line 27) .............................o | 11,568,273 |...........c.co | 11,568,273
NET CREDIT FOR CEDED REINSURANCE
15. Claims unpaid ...........coooii
16. Accrued medical incentive pool ...
17. Premiums received in @dvanCe ...
18. Reinsurance recoverable on paid 10SSes ... 11,607
19. Other ceded reinsurance recoverables ...
20. Total ceded reinsurance recoverables ..o 11,607
21. Premiums receivable ...
22. Unauthorized reinSurance ...
23. Other ceded reinsurance payables/offsets ..o L
24. Total ceded reinsurance payables/offsets ...
25. Total net credit for ceded reinSUranCe ... 11,607
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SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories
1 2

Direct Business Only
Guaranty | Is Insurer 3 4 5 6
Fund Licensed Federal Employees
(Yes or (Yes or Medicare Medicaid Health Benefits
State, Etc. No) No) Premiums Title XVIII Title XIX Program Premiums
1. Alabama AL ..o SNo o No L
2. Alaska AK LNo o No L e e
3. Arizona AZ LNo o No L e e
4. Arkansas AR ... SNo o No L
5. California CA SNo o No L
6. Colorado CO SNoL o No L e
7. Connecticut CT CNo o No L e e
8. Delaware DE ... No ... [... No .. [ e
9. District of Columbia DC ..o SNo o No L
10. Florida FL .o LNo o No L e e
11. Georgia GA . No [ N e [
12. Hawaii Hl SNo o No L
13. Idaho ID o oNo N e
14. lllinois L LNo o No L e e
15. Indiana IN LNo o No L e e
16. lowa A SNo o NoL e e
17. Kansas KS SNo o No L
18. Kentucky KY LoNo o NO L [
19. Louisiana LA SNo o NoL e e
20. Maine ME ... CNo L NO L
21. Maryland MD .o No o[ NO o [ e [
22. Massachusetts MA oNo o No L e e
23. Michigan Ml LoNo s NO L [
24, Minnesota MN . SNo o NoL e e
25. Mississippi MS SNo o No L
26. Missouri MO ..o CNo o No L e e
27. Montana MT ] No ... [... No .. [ e
28. Nebraska NE ... No ... [... No .. [ e
29. Nevada NV LNo o No L e e
30. New Hampshire NH . LNo o No L e e
31. New Jersey NJ SNo [ No L e e
32. New Mexico NM ] No ... [... No .. [ e
33. New York NY LNo o No L e e
34. North Carolina NC .. SNoL o No L e
35. North Dakota ND ..o oNo N e
36. Ohio OH .o SNo e No L L
37. Oklahoma OK SNo o No L
38. Oregon OR .o SNo [ No L e e
39. Pennsylvania PA ] No o[ NO L [ e [
40. Rhode Island Rl SNo o NoL e e
41. South Carolina SC o SNoL o No L e
42. South Dakota SD o SNo o No L
43. Tennessee TN CNoL o Yes 38,461,865|.....................
44, Texas TX ] No ... [... No .. [ e
45, Utah UT ] No ... [... NO o[ e [
46. Vermont VT LNo o No L e e
47. Virginia VA LoNo s NO L [
48. Washington WA LoNo s NO L [
49. West Virginia WV LoNo o NO L [
50. Wisconsin WE LNo o No L e e
51. Wyoming WY LoNo s NO L [
52. American Samoa AS SNo o No L
53. Guam GU .o SNoL o No L e
54, Puerto Rico PR .. LNo o No L e e
55. U.S. Virgin Islands VI SNo [ N
56. Canada CN o SNo o No L L
57. Aggregate other alien OT o XXX XXX
58. TOTAL (Direct BUSINESS) ..o XXX (@) Ll T F T PRPTRl FYTTIon 38,461,865 |.....................
DETAILS OF WRITE-INS
D701 e
D702 e
5708 e e
5798.  Summary of remaining write-ins for Line 57 from overflowpage ..........| | | [ e [
5799. TOTALS (Lines 5701 through 5703 plus 5798) (Line 57 above) ..........| | | [

(a) Insert the number of yes responses except for Canada and Other Alien.

Explanation of basis of allocation of premiums by states, etc.:

54




staTeMenT As oF December 31, 2002 or tHe Better Health Plans, Inc

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

Dobbs Management John Hull Dobbs Sr.
. ag < Majority Shareholder
ServicesLLC : .
621763059 Ultimate Controlling Person
Of Three Rivers Health Plans, Inc.
\
\
\\ Management Contract l
\
\ Three Rivers Holdings,
L Inc.
\ 25-1825549
\
\‘
\
!
. \‘ 100%
(3] \
Three Rivers Three Rivers Health Three Rivers Health Better Health Plans,
Administrative Management Plans, Inc. Inc.
25-1877716 25-1767588 NAIC # 95220 NAIC # 11139

__________________________________________________

Administrative Services Agreements
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SCHEDULE Y (continued)
PART 2 - SUMMARY OF INSURER’S TRANSACTIONS WITH ANY AFFILIATES

1 2 3 4 5 6 7 8 9 10 1 12 13
Purchases, Sales | Income/(Disburse- Any Other Reinsurance
or Exchanges of | ments) Incurred in Material Activity Recoverable/
Loans, Securities, Connection with | Management Income/ not in the (Payable)

Real Estate, Guarantees or Agreements | (Disbursements) Ordinary on Losses
NAIC Federal Mortgage Undertakings and Incurred Under Course of and/or Reserve
Company ID Names of Insurers and Parent, Shareholder Capital Loans or Other for the Benefit Service Reinsurance the Insurer's Credit Taken/

Code Number Subsidiaries or Affiliates Dividends | Contributions Investments of any Affiliate(s) Contracts Agreements * Business Totals (Liability)
95220 .. |.. 25-1756858 .. | Three Rivers Health Plans, Inc. ................................. . (28,000,000) | ..o . (64,505477)| ... e (33,000) |.. (87,538,477) | ...................
11139 .. |.. 62-1839257 .. | Better Health Plans, Inc. .......................ooo L o L L (7484722) | 33,000(.... (7,451,722) | ..................
.............. .. 25-1825549 .. | Three Rivers Holdings, Inc. ..........................oo] .. 28,000,000 | [ 1870445 | | 4170445
.............. .. 25-1877716 .. | Three Rivers Administrative Servies, LLC. ..............cooco oo e ] 48,215,694 | . 48,215,694 |
.............. .. 25-1767588 .. | Three Rivers Health Management Company, Inc. ...................\.................. | Lo ...5,070,084 | ... ... | |.....5,070,054|.................
9999999 Totals ... e XXX |

Schedule Y Part 2 Explanation: Column 11 includes amounts belonging to Three Rivers Health Plans that were deposited to Better Health Plans. Amount outstanding at 12/31/02 is $97,488.
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SUPPLEMENTAL EXHIBITS AND SCHEDULES
INTERROGATORIES

The following supplemental reports are required to be filed as part of your statement filing. However, in the event that your company does not transact the type of business
for which the special report must be filed, your response of NO to the specific interrogatory will be accepted in lieu of filing a "NONE" report and a bar code will be printed below. If the
supplement is required of your company but is not being filed for whatever reason enter SEE EXPLANATION and provide an explanation following the interrogatory questions.

MARCH FILING Response
1. Will the Medicare Supplement Insurance Experience Exhibit be filed with the state of domicile and the NAIC by March 1? No
2. Will the Supplemental Compensation Exhibit be filed with the state of domicile by March 1? Yes
3. Will an actuarial certification be filed by March 1? Yes
4. Will the Risk-based Capital Report be filed with the NAIC by March 1? No
5. Will the Risk-based Capital Report be filed with the state of domicile, if required by March 1? No
6. Will the SVO Compliance Certification be filed by March 1? Yes
APRIL FILING
7. Will Management’s Discussion and Analysis be filed by April 1? Yes
8. Will the Long-term Care Experience Reporting Forms be filed with the state of domicile by April 1? No
9. Wil the Investment Risks Interrogatories be filed by April 1? Yes
JUNE FILING
10. Will an audited financial report be filed by June 1 with the state of domicile? Yes
Explanations:
Bar Codes:
Medicare Supplement Insurance Experience Exhibit k-Based Capital Filin

1|1|3900!3l60|0!!)0 || | | || |
k-Based Capital Filin ]

T,

1113920023900000

IR

TR

|

I

|

Il

Document Code: 360

Document Code: 3

57

Hili

113920023900000

1

11139200233000000

I

l

|

(T

LTC Experience Reportin

I

ll

Document Code: 3

R

Document Code: 3

Il
Il
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OVERFLOW PAGE FOR WRITE-INS

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

1 2 3 4
Claim General

Adjustment Administrative Investment

Expenses Expenses Expenses Total
2504. Training and Education ....................ccooo e 14234 | ... 14,234
2505. Meetings ... e 21,838 21,838
2506. Miscellaneous Expense ... e 35,002 .. 35,092
2597.  Summary of overflow write-insforLine 25 .|| TIA64 . 71,164

58
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EO1

E02

E03

E04

E05

E06

E07

Schedule A - Part 1 Real Estate Owned -...............ccovviiiiiinnt.. NONE
Schedule A - Part 2 Real Estate Aquired - ..............cooiiiiiiiinnnn.. NONE
Schedule A - Part 3 Real Estate Sold -................ccoovvi it NONE
Schedule B - Part 1 Mortgage LoansOwned -..............cvviiiiinnnnn. NONE
Schedule B - Part 2 Mortgage Loans Sold -.............ccvviiiininnnnn. NONE
Schedule BA - Part 1 Invested Assets Owned -.................ccoviuunt. NONE
Schedule BA - Part 2 Invested Assets Sold -...............ccvviiiiinnnt. NONE

EO01, E02, E03, E04, E05, E06, EO7
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SCHEDULE D - PART 1
Showing all Long-Term BONDS Owned December 31, of Current Year
8 9 10

1 2 3 Interest 6 7 11 12 13 Interest 16 17 18 19 20 21
4 5 14 15 Amount of
Amount Due Interest Due and
Rate and Accrued Gross Increase Accrued Dec. 31
Book/ Used to Dec. 31 of Amount Increase (Decrease) by | Current year, on
Option Adjusted Obtain Current Year Received (Decrease) Foreign Bonds in Default | NAIC Effective
CusIp Rate How Maturity Option Call Carrying Par Fair Fair Actual on Bonds During by Exchange as to Principal Desig- Date Rate of
Identification Description * of Paid Date Date Price Value Value Value Value Cost not in Default Year Adjustment Adjustment or Interest nation Acquired Interest
U.S. Governments - Issuer Obligations
9128275F5 ...|US Treasury Note ................ T B 5250]...... 05/15/2004 | ............. | 204,6331...... 200,000 ... | 204,633 1...... 207,250 .......... 1,313(......... 4460]....... (2B17) | oo | 1. 03/12/2002 |......... 3.501
9128275M0 .. | US Treasury Note ................ P 6.000]...... 08/15/2004 |............. oo 948,602 ...... 900,000 |.........coon | 948,602 ...... 961,875|......... 20,262 |....... (9,096)...... (13,273) | ..o | 1. 07/17/2002 |......... 2.579
0199999 Subtotal - U.S. Governments - Issuer Obligations ... ....1,153,235].... 1,100,000 ... XXX ... |.... 1,153,235]|.... 1,169,125|......... 21,575|....... (4,636)]...... (15,890) | ..o | XXX [0 XXX .. [.... XXX ...
0399999 Subtotal - U.S. GOVEIMMENES ... ... ....1,153,235|.... 1,100,000 (... XXX ... |.... 1,153,235].... 1,169,125|......... 21,575]....... (4,636)]...... (15,890) ... oo XXX [ XXX .. |[.... XXX ...
5499999 Subtotals - Issuer Obligations ... ....1,153,235|.... 1,100,000 ... XXX ... |.... 1,153,235].... 1,169,125|......... 21,575]....... (4,636)]...... (15,890) ... oo XXX [ XXX .. |[.... XXX ...
6099999 Grand Total - BONGS ... ..ot ....1,153,235|.... 1,100,000 ... XXX ... |.... 1,153,235].... 1,169,125 ......... 21,575|....... (4,636)]...... (15,890) | .......ooooees | XXX [ XXX .. |[.... XXX ...

803
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E09 Schedule D - Part 2 Sn 1 Prfrd Stocks Owned -

E10 Schedule D - Part2 Sn 2 Common StocksOwned - .............cvvvvnvnnn

E09, E10
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H3

SCHEDULE D - PART 3

Showing All Long-Term Bonds and Stocks ACQUIRED During Current Year
3 4 5

1 2 6 7 8
Number Paid for
CUSIP Date of Shares Accrued Interest
Identification Description Acquired Name of Vendor of Stock Actual Cost Par Value and Dividends

Bonds - U.S. Governments
9128275F5 ....... U.S. Treasury NOE ... ... ... 03/12/2002 .. |First Tennessee Capital Markets ...................cocooiiiii |, XXX oo 207,250 (......... 200,000.00|................ 3,423
9128275M0 ...... U.S. Treasury NOte ... ... 07/17/2002 .. | First Tennessee Capital Markets ................................. | XXX oo 961,875|......... 900,000.00.............. 22,823
0399999 Subtotal - Bonds - U.S. GOVEIMMENTS ... ... 1,169,125|....... 1,100,000.00.............. 26,246
6099997 SUDLOtAl - BONAS - PAM B ... e e e e 1,169,125 ....... 1,100,000.00[.............. 26,246
6099998 Summary item fTomM Part 5 fOr BONMAS ... ... e e e e | | |
6099999 SUBIOtAl - BONAS ... ..o 1,169,125....... 1,100,000.00|.............. 26,246
6599998 Summary ltem from Part 5 for Preferred SIOCKS ......... ... | XXX oo
7099998 Summary ltem from Part 5 for COmMMON STOCKS ... XXX oo
7199999 Subtotal - Preferred and COmMMON STOCKS ... XXX o
7299999 TOTAIS ... ... 1,169,125....... XXX 26,246
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SCHEDULE D - PART 4

se DISPOSED OF During Current Year

Showing All Long-Term Bonds and Stocks SO
3 4

LD, REDEEMED, or Otherwi
7 8

1 2 5 6 9 10 11 12 13 14 15 16
Increase Foreign Interest
Book/Adjusted (Decrease) | Exchange Total on Bonds | Dividends on
Number of Carrying Value| Increase by Foreign Gain Realized Gain Gain Received Stocks
CUSIP Disposal Shares Par at Disposal |(Decrease) by| Exchange (Loss) on (Loss) on (Loss) During Received
Identification Description Date Name of Purchaser of Stock | Consideration Value Actual Cost Date Adjustment | Adjustment Disposal Disposal on Disposal Year During Year
Bonds - Special Revenue, Special Assessment
3133MHWT? rFederaI Home Loan Bank ..................... 07/17/2002 | Called 100.00 .......oovoeiiieiiiiie, XXX oo [, 900,000 |...900,000.00........ 900,000 . ...... 900,000 | .vovoveeiie oo [eci i [ | 23220.... XXX....
3199999 Subtotal - Bonds - Special Revenue, Special ASSESSMENt ....... ..ot [ 900,000 |...900,000.00]........ 900,000{........ 900,000 |.....oooivii e L L e 23220].... XXX....
6099997 Subtotal - Bonds - Part4 ... 900,000 |...900,000.00........ 900,000]........ 900,000 |..........oooooo oo 23220 ... XXX....
6099998 Summary ltem from Part 5forBonds ... XXX
6099999 SUBOtAl - BONAS . ... ... L 900,000 |...900,000.00 |........900,000........900,000 |.............cooo |oereniraiii {oviiiiii L L [ 23,220 XXX
6599998 Summary ltem from Part 5 for Preferred StOCKS ... XXX XXX oo
7099998 Summary ltem from Part 5 for Common StOCKS ................oouiiiiiiiiiiiiii i L XXX e L e L L XXX oo
7199999 Subtotal - Preferred and Common StOCKS ... XXX XXX oo
7299999 TOAIS . ... e | 900,000 .... XXX ... [........900,000|........900,000 | ...........ccooeo |ereririiiii | L L [ 23220 (...
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E13  Schedule D - Part 5 LT Bonds/Stocks Aquired/Disp-......................

E14 ScheduleD-PartB SN T -......coiiiiiiiiii ittt tn i enrnrnnnenss

E14 Schedule D-PartB SN 2-......cciiiiiiiiiititnrartnrnensnrarnnsnnnss

E15 Schedule DA - Part 1 ST InvestmentsOwned -.............cccivivivrnan..

E16  Schedule DB - Part A Sn 1 Opt/Cap/Floor Owned -........................

E16  Schedule DB - Part A Sn 2 Opt/Cap/Floor Aquired-.................ovuun

E17  Schedule DB - Part A Sn 3 Opt/Cap/Floor Term - .............c.cvvvvvvnnnns

E17  Schedule DB - Part B Sn 1 Opt/Cap/Floor In-force - .......................

E18 Schedule DB - Part B Sn 2 Opt/Cap/Floor Written-........................

E18 Schedule DB - Part B Sn 3 Opt/Cap/Floor Term- ................covvvvnnns

E19 Schedule DB - Part C Sn 1 Col/Swap/FrwrdOpen-.................ccvvutt

E19  Schedule DB - Part C Sn 2 Col/Swap/Frwrd Opened -......................

E20 Schedule DB - Part C Sn 3 Col/Swap/Frwrd Term-................cvvvnnn

E20 Schedule DB - Part D Sn 1 Futures ContractsOpen-......................

E21  Schedule DB - Part D Sn 2 Futures Contracts Opened -....................

E21  Schedule DB - Part D Sn 3 Futures Contracts Term-............ccovvivnnn

E22 Schedule DB - Part E Sn 1 Counterparty Exposure - .................ouuns

E13, E14, E15, E16, E17, E18, E19, E20, E21, E22
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SCHEDULE DM

For bonds and preferred stocks owned as of December 31, state the aggregate statement (admitted)

value, the aggregate fair value, and the ag

1. BONAS ...
2. Preferred Stocks ...
3. TOTALS

regate difference, if any, between them.
1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value (a) Statement (+)

............ 1,153,235(............ 1,170,313 |...................... 17,078
AAAAAAAAAAAA 1,153,235(............ 1170,313]|...................... 17,078

(a) Amortized or book values shall not be substituted for fair values. Describe the sources or methods utilized in determining the fair values.: Fair Value rate

was fumnished by First Tennessee Capital Markets as of 12/31/2002.

E23
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SCHEDULE E - PART 1 - CASH
1 2

3 4 5
Amount of Amount of
Interest Interest Accrued
Rate of Received | December 31 of
Depository Interest During Year Current Year Balance
open depositories
PNC Bank - Operating Account ................ Monroeville, PA ... 1.2401........ 301,437|............ 10,900].... 10,273,583 .
PNC Bank - ASO Account ....................... Monroeville, PA ... 1.097|........... 6,208 ... | (529,668) |.
0199998 Deposits in ........cceu.e 1 depositories that do not exceed the allowable limit in any one depository
(See Instructions) - 0pen depOSItONIES ... XXX o 852 ... 2,482
0199999 Totals - Open DEPOSIHONES ... XXX .| 308,497 (............ 10,9001 ...... 9,746,397
0299998 Deposits in .........c...... depositories that do not exceed the allowable limit in any one depository
(See Instructions) - suspended depOSItONIES .....................coooooeii XXX
0299999 Totals - Suspended DEpOSItONES ... XXX
0399999 Total Cash On DEPOSIt ... .. vttt XXX 308,497 ... 10,9001 ...... 9,746,397
0499999 Cash in Company’'s Office ... XXX XXX |..... XXX o
0599999 Total CaSN ... .. i XXX 308,497 ]............ 10,9001 ...... 9,746,397
TOTALS OF DEPOSITORY BALANCES ON THE LAST DAY OF EACH MONTH DURING THE CURRENT YEAR

1.danuary ... | 16,687,786 | 4. April ..............[......... 18,646,712 7. July ...............|......... 19,463,508 | 10. October ........|......... 10,947,905

2.February ........|......... 17,730,700 |5.May ..............|[......... 16,859,257 |18. August ...........|[........ 13,671,835 | 11. November ..... |.......... 9,110,082

3.March ............|......... 17,785,404 (6. June ..............|......... 17,788,334 |9. September ......|......... 10,703,025 [ 12. December .....|.......... 9,746,397

E24
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SCHEDULE E - PART 2 - SPECIAL DEPOSITS

1 2 3 5 6 7
Line Par or Statement Fair

Number Type Description of Deposit Where Deposited and Purpose of Deposit Book Value Value (a) Value
Tennessee
TN00001 B........ USTNTS, 6.000, 08/15/2004 ...........oooiiiiie e TN RSD by Tennessee Code/Title 56 insurance 56-32-212 .................cc.cccooeeeeiiii oo 900,000{............ 948,602|............ 948,602
TN00002 B........ USTNTS, 5.250, 05/15/2004 ... TN RSD by Tennessee Code/Title 56 insurance 56-32-212 .................................. |............ 200,000(............ 204,633|............ 204,633
TN99999 SUBIOTALS = TN S OO . o 1,100,000{.......... 1,153,235(.......... 1,153,235
XX99999 Subtotals - Special Deposits Not Held for the Benefit Of All Policyholders, Claimants and Creditors of the Company ... L 1,100,000.......... 1,153,235 |.......... 1,153,235
9999999 TOMAIS .. 1,100,000 .......... 1,153,235|.......... 1,153,235
(@) Including §................ cash and short-term investments as defined in SSAP No.2 of the NAIC Accounting Practices and Procedures Manual.
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